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TUESDAY, MARCH 29, 1955 


Hovss or REPRESENTATIVES, 
CoMMITTEE ON Epucation AND Lapor, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 429, 
House Office Building, Hon. Graham A. Barden presiding. 

Present: Representatives Barden (presiding), Kelley, Powell, 
Bailey, Perkins, Wier, Elliott, Landrum, Metcalf, Bowler, Chudoff, 
Green, Roosevelt, McDowell, Thompson, McConnell, Gwinn, Smith, 
Kearns, Bosch, Holt, Rhodes, Wainwright, Frelinghuysen, Coon, and 
Fjare. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, minor- 
ity clerk; Edward A. McCabe, general counsel; Russell C. Derrickson, 
chief investigator. 

Chairman Barpen. The committee will come to order, please. 

I would like to say that I am not at all equipped to take care of the 
occasion, and that is Mr. Gwinn’s birthday. 

I am sure all of us wish to extend to him our congratulations and 
best wishes, and were I a singer I would just lead you in Happy 
Birthday. 

Mr. ie Mr. Chairman, I appreciate your arranging such a 
splendid show today in celebration a the occasion. 

Chairman Barpen. Members of the committee, we are honored to 
have with us Mrs, Hobby. 

Weare happy to have you with us, Mrs. Hobby. 

Secretary Hogsy. It is a pleasure to be here, Mr. Chairman. 

Chairman Barpen. I have just discussed with Mrs. Hobby the pro- 
cedure, and asked if she had any objection to being interrupted during 
her testimony, and she, in her gracious manner, said that she was here 
to do whatever the committee should outline. 

But the statement which she has, I believe, has eight titles. She 
expressed the wish and expressed her opinion that it would be better 
for her to finish the first three titles, and then, if the committee desires 
to ask any questions, they can do so at that point. And after the first 
three sections, then, at the conclusion of each section, the committee 
could proceed to ask questions. 

I think that is the most orderly way, and I believe it would probably 
save considerable time, and help us get along better. 

So, Mrs. Hobby, the meeting is yours. 
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STATEMENTS OF HON. OVETA CULP HOBBY, SECRETARY OF 
HEALTH, EDUCATION, AND WELFARE, AND OF DR. SAMUEL M. 
BROWNELL, UNITED STATES COMMISSIONER OF EDUCATION, 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, ACCOM- 
PANIED BY ROSWELL B. PERKINS, ASSISTANT SECRETARY OF 
HEALTH, EDUCATION, AND WELFARE; REGINALD G. CONLEY, 
ASSISTANT GENERAL COUNSEL, DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE; AND RAY L. HAMON, CHIEF, SCHOOL 
HOUSING SECTION, OFFICE OF EDUCATION, DEPARTMENT OF 
HEALTH, EDUCATION, AND WELFARE 


Secretary Hossy. Mr. Chairman, in addition to Dr. Brownell, who 
will participate in the testimony, Assistant Secretary Roswell B. Per- 
kins and Mr. Reginald G. Conley, Assistant General Counsel, are with 
me to assist in answering questions. 

Mr. Chairman and members of the committee, we appreciate this 
opportunity to testify in support of H. R. 3770, H. R. 3812, and H. R. 
3824. These are identical bills and contain the President’s proposals 
for meeting the classroom shortage facing the schools of the Nation. 

The President, in the special message on education which he sent to 
Congress on February 8, recognized the gravity of the problem as it 
affects the welfare of American children, and defined the Nation’s ob- 
jective as the best possible education for all our youth. 

We are all dedicated to the achievement of that objective. We can 
all agree that education is vested with a broad national interest because 
of its importance to the perpetuation of our free society. We all recog- 
nize that adequate classrooms are vital if our schools are to perform 
successfully their mission of nuturing our heritage of freedom and 
safeguarding our democratic ideals. 

1 of the proposals advanced to this committee to relieve the pres- 
ent classroom shortage seek to accomplish the same thing—the build- 
ing of more schools. The differences among the proposals are the 
principles involved and the proposed methods of solution. 

The President’s proposals are aimed at seeing that all of the Na- 
tion’s schoolchildren are housed in adequate buildings by 1960. To- 
gether, they would make possible the construction of schools where 
they are needed and on the scale which the situation demands. We 
believe that they would do this more effectively and more quickly than 
any other plan yet offered. 

As for the underlying philosophy, four firm convictions or princi- 
les guided the formulation of the progress of action which the Presi- 
ent has recommended. 

1. Paramount among these was the determination that State and 
local responsibility for education should be kept unimpaired. A 
fundamental element of our free American public-school system is 
local direction by citizens responsible to the people of the local com- 
munities and the States. Any impairment of this local and State 
responsibility in educational matters would, in the words of Presi- 
dent Eisenhower, “undermine not only a basic element of our freedom 
but a basic right of our citizens.” 

2. The President’s program also rests on the conclusion, reached 
after careful analysis, that most of our communities and States can 
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build the schools they need from revenues raised locally and within 
the States, in the manner selected by their citizens. 

3. The third principle is a corollary of the first two. If we believe 
that it is important to keep education as close to the people as possible, 
and if we further conclude that States and communities can, in gen- 
eral, build their own schools, then it follows that Federal grant assist- 
ance should be limited to those cases where communities cannot afford 
to build their own schools. 

This principle was clearly enunciated by the President in his first 
state of the Union m e.. There he stated his view that “the firm 
conditions of Federal aid must be proved need and proved lack of 
local income,” The President reaffirmed this philosophy in his special 
na on education this year. 

4. The fourth conviction guiding the formulation of the President’s 
program was that any Federal assistance for school construction must 
encourage a continuation of present State and local efforts and stimu- 
late action to increase these efforts through the removal of existing 
obstacles to expanding school construction. No single approach is 
adequate because the impediments to increased school construction are 
much too varied. It was in recognition of the multiplicity of situa- 
tion which exist in our school district and States that a program em- 
bodying several approaches was developed—approaches seeking to re- 
move barriers to State and local financing as well as those offering 
direct financial aid where needed. 

These, then, are the principles and the philosophy underlying the 
President’s program. 

Our classroom needs: In appraising proposed solutions to the class- 
room shortage problem, it is necessary to have before us the best and 
most recent figures available as to the amount of actual classroom need 
and where it exists. We believe it is essential that this committee 
have these facts before it. 

Mr. Chairman, we are able to prrecnt today, for the first time, fig- 
ures compiled by the States which clearly establish that the classroom 
situation is improving. 

If present construction levels are maintained, the classroom short- 
age will continue to improve rapidly. These new figures are based on 
reports which have now been received from 34 States and 3 Territories 
as pers of phase IT of the school facilities survey. 

he school facilities survey was authorized, as this committee 


knows, by title I of Public Law 815 of the 81st Congress. The survey 
was divided into 2 phases: 1, the first or status phase, and, 2, the second 
or long-range planning phase. 

Under phase I of the school facilities survey the States were asked 
to make an inventory of their existing school facilities as of March 
1951, and to estimate their classroom needs for the school year com- 
mencing in September of 1952. The final report on pena I was sub- 


mitted to the Congress at the end of 1953, From the figures furnished 
by the States, it was calculated that our national classroom deficit for 
the school year 1952-53 was 312.000 classrooms. 

This figure was used as that starting point for subsequent estimates. 
Taking an assumed rate of obsolescence, estimates of enrollment in- 
creases, and a rate of construction equal to the 1953 rate of 50,000 class- 
rooms per year, we estimated last year that the classroom deficit would 
increase to 407,000 classrooms by the school year 1959-60. 
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Under phase II of the school facilities survey, the States were asked 
for a project-by-project listing of the number of classrooms they 
would need by the opening of the school year 1959-60. The States 
were asked to take into account the number of classrooms which would 
have to be replaced, overcrowding (including multiple shifts) , enroll- 
ment increases, population mobility, and proposed reorganization of 
school districts. 

On the basis of the reports already recetved—and, Mr. Chairman, 
that was 34 States and the 3 Territories—and making appropriate al- 
lowances for the States which have not reported—we find that the new 
State figures give a substantially different picture of classroom needs 
from the projections previously made on the basis of the 1951 survey. 
Furthermore, our rate of classroom construction has increased since 
1953 from 50,000 to 60,000 classrooms per year. 

Taking the new State figures of estimated need and the current con- 
struction level of 60,000 per year, we find that the estimated classroom 
deficit by the year 1959-60 would be 176,000 classrooms rather than 
407,000 classrooms. 

Many factors may have entered into the new State estimates. Un- 
doubtedly, many communities have found that they can, by repairs 
and renovation, extend the life of schools to a greater degree than 
anticipated. We cannot, of course, guarantee the accuracy of the new 
estimates by the States, pastiodlacty: on such matters as population 


mobility and the percentage of school-age children who will actually 
attend school. 

The figures referred to follow in the record. 

Mr. Perxtns. Mr. Chairman, is a clarifying question in order if it 


is the pleasure of Mrs. Hobby ? 

I just wanted to ask, Mrs. Hobby, if you had the figures of the school 
facilities survey when you appeared before the Senate committee. 

Secretary Hopsy. Not all of these, Mr. Perkins. They have been 
coming in to the Office of Education gradually ; and we had some of 
these figures, but not enough States or Territories to make the total 
that we now have. 

Mr. Perkins. Your statement at that time was 320,000 instead of 
176,000 here. 

Secretary Horpsy. Yes, sir, Mr. Perkins, provided it is clear that the 
320,000 figure is based on the data from the earlier status phase of the 
survey, and the figure of 176,000 is derived from the current reports 
from phase IT of the survey. And that is the reason I have taken the 
time, perhaps to the tedium of the committee, to explain how the Of- 
fice of Education arrived at the classroom shortage they gave last 
year, and what the States were asked in phase ITI of the facilities sur- 
vey, and to explain in detail the formula that we have used in arriv- 
ing at the new classrooms survey. 

However, these new estimates do represent the best data available— 
made by the people who are closest to the problem and who have been 
analyzing it over the past several years, 

The State estimates thus show that the classroom deficit is much 
less than that projected a year ago. A continuing improvement is to 
be anticipated in the next 5 years if we can maintain current con- 
struction levels. 

Obviously, the improvement in the classroom situation does not mean 
that immediate action is unnecessary. Not only must the classroom 
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shortage be relieved as rapidly as possible, but we should also aim to 
eliminate it by the year 1959-60 if possible, rather than leaving a defi- 
cit of 176,000 classrooms. 

The President’s proposals, embodied in the bills under considera- 
tion today, are designed to achieve this. They recognize the vitality 
and capacity of State and local school construction efforts—as dem- 
onstrated by today’s unprecedented rate of construction. They seek 
an increase in these efforts by helping States and communities to over- 
come obstacles to school construction, in order that all our children 
may be provided the classrooms they need. 

Mr. Chairman, I should like to ask permission for Dr. Brownell to 
illustrate some of the facts that we have highlighted by the charts, 
if I may. 

Dr. Browne.u. Mr. Chairman and members of the committee, if I 
may, I will step to the charts. 

(Chart, Public School Classroom Situation (1929-59), follows) : 


Dr. Brownext. This chart is one which some members of the com- 
mittee have seen. But, because it brings up to date the figures of class- 
room needs from the figures which were available a year ago, I would 
like to call your attention to the fact that we have had this classroom 
deficit for a considerable period of time due to the lack of building dur- 
ing the depression and the war years, and that there was a lag in pick- 
ing up ae Sa construction when the enrollment increase began, so 
that we had this deficit as of 1952-53 of 312,000. The chart shows the 
preva needs up to 1959-60. Of course, the children are already 

rn who will be in school in 1959-60 ; so the States are able to project 
fairly accurately as to what they anticipate their needs will be in 
1959-60. 
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If we continue the present rate of construction of 60,000 a year over 
= ne 5 years, we would reduce the deficit to 176,000 classrooms by 

About a third of the classroom need is to eliminate overcrowding, 
double shifts, and so forth, while the other two-thirds of the need is 
for enrollment increases and to replace unsafe and unusable class- 
rooms. With an increase of about 1,400,000 pupils a year we need 
approximately 50,000 classrooms per year to house our enrollment 
increases. 

With our current construction rate of 60,000 classrooms a year, 
we are markedly reducing the overall deficit ; nevertheless, even if we 
keep up that rate, we would still have a deficit of 176,000 classrooms 
by 1959-60. 


Annual classroom construction, 1944-59 
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1 Annual capital outlay in dollars adjusted to 1951 construction prices, divided by $30,000. 
2 Annual enrollment increase divided by 30 pupils per classroom. Enrollment data published in January 
1955 School Life, vol. 37, No. 4, p. 53. 


(Chart, Annual Classroom Construction, follows :) 
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Dr. BrownEtu. The a of this second chart is to point out what 
has been happening year y year for a number of years in reference 
to the classroom needs and the new classrooms available. 

What I would like to point out in connection with this chart is that 
the green column indicates the classrooms needed to take care of the 
increase in enrollment each year, and the gray bar indicates the num- 
ber of classrooms available each year. 

We have developed this chart on the assumption that classrooms 
built during a specific year would be available for use during the 
ensuing year. You will note that since 1948 the number of rooms con- 
structed, has exceeded the number needed to care for enrollment in- 
creases—sometimes by a considerable amount. This increased rate of 
classroom construction is the factor causing a reduction in the class- 
room deficit. 

Mr. McConne.L. May I interrupt there to say that I think most 
of the people in the room have a copy of the testimony which is being 

iven by Mrs. Hobby and I find it easier to follow the testimony than 
thoes charts from er great distance. 
‘ I just mention that as it might help clarify it for some of the mem- 
ers. 

Here in your testimony are the same charts you see on the easel. 

Dr. BrowNEww. That is correct. 

Now, if I may have the next chart, please. 

(Chart, United States Classroom Deficit, State Estimates, follows :) 


Dr. Brownewu. The next chart which you will find there is simply 
to indicate what the situation was and is. When phase I of the study 
was completed, there was a deficit of 312,000 classrooms as of Septem- 
ber 1952. Our latest figures show that if construction is maintained 
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at the current rate there will be a deficit of 176,000 classrooms in 1959- 
60 even though we build 300,000 classrooms during the next 5 years. 

Mr. Barxy. Would you mind repeating that last statement ? 

Dr. Brownetw. If we continue the current rate of construction of 
60,000 classrooms a year for the next 5-year period, 300,000 classrooms 
would be constructed. If we are to have enough satisfactory class- 
rooms for all the childreri by 1959-60, we will need 476,000 additional 
classrooms. If we simply maintain the present rate of construction, 
we will still have a deficit of 176,000 classrooms by 1959-60. 

The point is that if we are to have all our children housed in satis- 
factory classrooms by 1959-60, we must increase the present rate of 
construction by about 50 percent. That is what it amounts to. 

Mr. Bamey. Taking your explanation on your first chart there, you 
call attention to the fact that you would have from 1,400,000 to 
1,500,000 entering school each year. Assuming that the average class 
is 830 pupils—and it would be less than that if you averaged the high 
school and elementary schools—but, assuming that it is 30 pupils, you 
are up against a problem of supplying approximately 50,000 new class- 
rooms annually. 

If you are only building at the rate of 60,000 you can only cut into 
your deficit to the extent of 10,000; you are going to have to offer a 
little more definite explanation of how you get that down from 476,000 
classrooms to 176,000. 

Dr. Browneiu. Phase II of the School Facilities Survey is the esti- 
mates project by project presented by the States as to the number of 
classrooms needed by September 1959, including the number of class- 
rooms which they propose to replace and the number to be built by 
new construction. 

The figure of 476,000 new classrooms is the figure derived from the 
States. 

If construction is maintained at the current rate of 60,000 a year, 
we would build 300,000, we should then have a deficit of 176,000 class- 
rooms. 

Mr. Battey. Do you want the committee to infer that if we just sit 
tight for about 5 additional years behind 1960 this matter will work 
itself out and at the rate we are going there won’t be any problem by 
1965 ? 

Dr. Brownett. No. I think I tried to indicate that what we have 
to do is to not only maintain our current rate of construction at 60,000, 
but that we have to step it up 50 percent in order to provide adequate 
housing for the children by 1960. That is the aim of our program. 

Mr. Frenineuuysen. In other words, a building rate of 90,000 a 
year would eliminate the projected deficit entirely. Is that correct? 
An increase of 50 percent ? Rip 

Dr. Brownett. Not quite. That would bring in 450,000 new class- 
rooms. It would require about 95,000 a year. ; 

Mr. Fretincuuysen. But that projection may not be entirely ac- 
curate. 

Dr. Brownetx. You would require 90,000 to 95,000 classrooms per 
year the next 5 years in order to eliminate the shortage or to provide 
enough classrooms to supply our needs by 1559-60. 

Mr. Kzarns. Could you put that in dollars and cents for me ? 

Dr. Brownetw. I think the easiest way to do that would be to mul- 
tiply that number by about $30,000. Classroom construction varies a 
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great deal from place to place, but I think the last figures we have 
show an average cost of around $34,000 per classroom. $30,000 to 
$34,000 per classroom multiplied by the number we need gives you 
the figure. I am not a good enough mental mathematician to figure 
just what that amount is. 

Mr. Kearns. It is as low as $22,000. We can build a lot of them 
at $22,000. 

Dr. Brownetn. Yes, some classroom costs have been very much 
lower than that. 

Mr. Fre~trancHuysen. 60,000 classrooms cost about $2 billion. Is 
that not it, roughly ? 

Dr. BrowneLy. Around that. 

Mr. Fretincuuysen. So 90,000 would be—— 

Dr. Brownetu. That would be about $3 billion, would it not ? 

About $3 billion a year. 

Mr. Ruoves. How did you arrive at the figure of 476,000 classrooms 
needed by 1959? 

Dr. Browne tu. Those are the figures provided by the States as a 
result of their study, school district by school district, of the number 
of classrooms that would be needed in the districts of the States by 
1959-60. They were to take into account the problems of reorganiza- 
tion, that is, any consolidations which were anticipated, estimated en- 
rollment increases, schools which might have to be abandoned because 
they may become unsafe, reduction of overcrowding, and other factors. 

Each of the States, on that basis, has projected the number of class- 
rooms it would need by 1959-60. 

We have received reports from 34 States. And, on the basis of the 
34 States, we have calculated the needs nationally. We know what 
States population figures are at present and hence these projections 
can be reliable. 

Mr. Ruopes. That, Doctor, is a later study than the study by which 
you compiled the 312,000-classroom figure at the end of 1952? 

Dr. Browne.u. At the end of 1952, through phase I of the school 
facilities survey, each of the States estimated the number of class- 
rooms needed at that time. States then engaged in what is known as 
phase II, which was the long-range planning for the classrooms they 
would need by 1959-60. 

Mr. Ruopes. Actually the later figure constitutes a corrected figure. 
The 312,000-classroom need by 1952 no longer has the validity that it 
did prior to the time of the latest study. 

Dr. Brownewt, That is right. 

Secretary Hossy. Mr. Chairman, may I offer for the record, because 
I believe the committee would be interested, the figures furnished by 
each of the States which we used in compiling this figure. I believe 
thatthe gentlemen of the committee may be interested in it. 

Mr. Barter. The figures you used to determine that there were 
60,000 classrooms being constructed each year ? 

Secretary Hossy. No, specifically, Mr. Bailey. We do have such 
figures and we shall provide them, I am speaking at the moment of 
figures furnished by each State in connection with phase IT of the 
classroom needs. I believe you would find these figures submitted 
by the States very interesting. 

Mr. Barry. Thank you. 
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(The information referred to follows :) 


STATEMENT ON ScHOoL Facrities Survey Data 


The nationwide school facilities survey, pursuant to title I, Public Law 815, 
8ist Congress, has been conducted as a series of State surveys under the juris- 
diction of the respective State educational agencies according to procedures co- 
operatively developed by the State agencies and the Office of Education. The 
School Housing Section of this Office has provided consultative services to the 
State agencies, and has coordinated the studies at the Federal level. 

It being recognized that this series of surveys would extend over a consider- 
able period, it was decided to organize the study in two phases; namely, the 
first or status phase, and the second or long-range planning phase. This phasing 
of the survey enabled the Office to provide certain status information relative to 
public school facilities prior to completion of the survey. In 1952, two progress 
reports were published on the status phase of the survey. The first progress 
report was based on an inventory of public school faciilties in 25 States. The 
second progress report was based on the need for additional school facilities in 
37 States, and the State and local resources available for meeting these needs. 
In December 1958, the Office published the Report of the Status Phase of the 
School Facilities Survey, based on returns then available from 43 States, which 
absorbed the two previous progress reports and constituted the final report on 
school housing needs as of September 1952. 

The current report on phase II of the study, summarized below, is based on 
returns from 34 States and 8 Territories and indicates the school facilities which 
will be needed for reasonably adequate and satisfactory school housing in public 
elementary and secondary schools by September 1959-60. School plant needs 
and resources, as reported by the States and summarized below, are based on 
such factors as increasing enrollments, population mobility, replacement of un- 
satisfactory facilities, and reorganization of local school administrative and 
fiseal units. Not all States have stated their needs over an exact 5-year period. 
Some States have used a 6-year and some a 4-year period, depending on the 
date of reporting. However, these differences will not significantly affect the 
total figure. 

Projections on a national basis have continued to be made as returns came 
in from the States. These projections show a consistent pattern, and on the 
basis of the 34 States and 3 Territories out of the total 35 States and 3 Terri- 
tories expected to report in time to be included in the Federal summary, we can 
confidently determine that the figure of 476,000 classrooms needed by 1959-60 is 
as sound a figure as can be established without actually getting reports from 
each and every State and Territory. 
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Classroom statistics are not available for 14 States, 1 Territory (Virgin Is- 
lands), and the District of Columbia. 
The States are: 


Delaware * New Mexico ‘ South Dakota ’* 
Idaho * New York® Utah ’* 

Illinois * North Dakota’ Virginia * 
Missouri * Ohio * Wyoming * 
Nebraska * South Carolina’ 

Mr. Roosevetr. Could you tell us which are the States left out? 
The 14? 

Secretary Hossy. I think so, Mr. Roosevelt. 

Let me read it to you as it appears here. 

Classroom statistics are not available for 14 States, 1 Territory, 
the Virgin Islands, and the District of Columbia. 

The States are: Delaware, Idaho, Illinois, Missouri, Nebraska, New 
Mexico, New York, North Dakota, Ohio, South Carolina, South 
Dakota, Utah, Virginia, and Wyoming. 

Now, there are three States, Delaware, Illinois, and Ohio, which 
did not participate in phase II of the survey, and one, New Mexico, 
whose statistics will be available soon. Statistics will probably be 
available in June on Nebraska, North Dakota, and South Dakota. 
Seven States, Idaho, Missouri, New York, South Carolina, Utah, Vir- 
ginia, and Wyoming, did not participate in the status phase of the 
survey. 

Mr. Roosrvett. Thank you. 

Mr. Perxrns. A clarifying question : 

I believe under phase I of the school facilities survey the Congress 
appropriated $3 million that was to be expended to gather data con- 
cerning the needs from a district level in all of these States that par- 
ticipated. 

Am I correct in that statement ? 

Secretary Hoppy. I believe that is essentially correct. I think it 
was $3 million, and I believe it was the district level. 

Is that correct, Dr. Brownell ? 

Dr. Brownetu. That is correct, yes. 

Mr. Perkins. Now, under phase II that you speak of, no money 
was appropriated by the Congress. It was Just an estimate by these 
States that participated based on school construction at the request of 
the Department of Health, Education, and Welfare. 

Am I correct in that statement? 

Secretary Hossy. I am sorry; I did not hear the latter part of your 
questions. 

Mr. Prerxtns. Your figures today are based on a request as to the 
number of classrooms that have been constructed in these various 
States that participated without making any study from the district 
level? In other words, it is an estimate by the State departments and 
by the State departments only, without a study. 

Secretary Hogsy. I would like to ask Dr. Brownell to answer that. 

Dr. Brownetu. I think I am correct in saying that the States, when 
they took the money, took it to engage in the complete study, which 
included the inventory as of that time and the long-range planning. 


1 Statistics will be available soon. 

2 Statistics will be available about June (too late for the national summary). 
* Did not participate in the status phase of the survey. 

*Did not participate in phase II of the survey. 
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So they used the district-by-district basis for their study of both 
phase I and phase I. 

The appropriations from the Federal Government terminated about 
a year ago. The States, therefore, have been continuing their district- 
by-district study in phase II, and they agreed to undertake this, utiliz- 
ing in a large part their own State funds. 

t should be said that a number of States, which had completed their 
phase II study early, were able to do so using Federal and State funds. 

As far as 1 know, the States have continued their development of 
phase II on the basis of the study of the district-by-district data, keep- 
ing that up to date because it is the basis for their projection of needs 
for the State. 

Mr. Battzy. The gentleman from Kentucky has yielded to me. 

Might I ask you what part of the $3 million that was left unex- 
pended was turned back to the Treasury / 

Dr. BrowneEtu. I would have to look that up. 

Mr. Batrzy. A lot of the States complained that they were cut off 
eae 8 ie had completed the survey because no Federal moneys were 
available. 

The ist session of the 83d Congress turned back a part of that $3 
million. Possibly a million dollars of it was turned back unused. 

Dr. Browne. I would have to look up the figures on that. I don’t 
remember them offhand. 


I would be glad to get them and submit them for the record, Mr. 
Chairman. 

Mr. Battery. I think they should be placed in the record. 

(The information referred to is as follows :) 

Of the $3 million appropriated by the 81st Congress, pursuant to title I of 
Public Law 815, $1,940,800 had been paid to the States prior to December 31, 
1953, at which time the unexpended balance of the original appropriation of 
$3 million was rescinded by action of the 83d Congress. As of March 30, 1955, 
a total of $42,757.57 had been refunded to the Federal Government by 10 States 
as their unused balance determined by final audit. There will still be some 
further refunds from a few other States when final audits have been completed. 
There will, of course, be no refunds from the States that overmatched their 


Federal payments. 

Secretary Hopsy. May I add a comment to Dr. Brownell’s state- 
a whieh I believe is correct in regard to the question Mr. Perkins 
asked ? 

This phase II was called for in the law, Mr. Perkins, that this com- 
mittee passed. The Department did not originate the idea. 

If you are familiar with it all—and I know some of the gentlemen 
on this committee have been here for a long time—this committee 
wrote phase I and phase II into the law. And phase II is in com- 
pliance with the law passed by this committee. 

Mr. Perkins. But my point was the money was to be expended un- 
der phase I and not under phase IT. It is my understanding that their 
testimony as you speak of phase II just deals with an estimate of the 
various State departments that participated under phase I, based on 
data. 

Dr. Browneti. Mr. Chairman, I would like to say 

Chairman Barpen. May I just have this word: Did any of the 
States accept this money under the agreement to make this study and 
file a report and have not made the study and filed the report? 
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Dr. Brownett. They have not all completed their reports yet, Mr. 
Chairman. States which have accepted the money will file a report 
on both phase I and phase II. Those which accepted the money are 
required to file a report on phase II as well as phase I 

n answer, if I may, to Mr. Perkins’ question, phase II was a part of 
the requirements just as much as phase I. 

Mr. Perrxtns. I have another question. 

All of these reports on phase II have come to your Department 
more than a . ad after all the money that was unexpended under phase 
I was turned back to the government. 

Am I correct in that statement? 

Dr. Brownetu. I think the money which was turned back was 
turned back approximately a year ago. These reports have been filed 
after the date, I believe, when they originally were supposed to be 
completed, but they still have the obligation to complete the survey. 
They accepted the money in order to do a job, and if they did not com- 
plete it by a particular time, they are going ahead and completing it 
with their own State funds. 

Mr. Fretincuuysen. Will the gentleman yield? 

Chairman Barpen. Just a minute. 

Mr. Fretrneuuysen. Is the purport of your question that the valid- 
ity of the estimates can be questioned because $3 million was not spent 
on phase IT or because X amount of dollars was not spent? Does the 
rian of money spent affect the accuracy of the estimates, do you 
think? 

Mr. Perkins. Well, I am not saying that, but I am saying that 
phase IT as referred to here is only an estimate and does not concern 
a study at the district level from the standpoint of schools needed. 

Mr. Fretincuvuysen. How could something projected into the 
future be anything but an estimate? Are you questioning the accuracy 
of the calculations as the result of the conclusions which so far are 
partial only here but which seem to be as official as anybody can make 
them ? 

Mr. Perxrys. I certainly doubt the accuracy of these figures, but I 
do not doubt the accuracy of phase I because the study was made from 
the district level, and there was a deadline date. At the close of that 
deadline the money was turned back over to the Federal Government, 
or else a deadline date set by the Department. And, if my recollection 
is correct, the deadline date was in the latter part of 1952 or early 1953. 

Here we come along now under the bill with phase IT and get these 
estimates, and I just doubt the accuracy of these estimates. 

Mr. Frevincuuysen. Would the gentleman—— 

Chairman Barven. Just 1 minute. 

You gentlemen are throwing things back and forth by Mrs. Hobby. 
I think she ought to get in on this. 

Secretary eo Mr. Chairman, I wonder if it would be of interest 
to the committee if Mr. Hamon, who is Chief of the School Housing 
Section and who was responsible for phase I and phase II, perhaps 
could clarify the questions that are in Mr. Perkins’ mind about how 
these figures were arrived at. I believe it might be useful to the 
committee. 

Chairman Barpen. We will be glad to hear from him. 

Mr. Meroatr. Before we go into that, would you clarify the recoru 
as to the States that are not participating in the survey. 
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Secretary Hossy. Yes, sir. I am glad you gave me a chance to do 
that. The total number is 14. Of these 14, 7 States: Idaho, Missouri, 
New York, South Carolina, Utah, Virginia and Wyoming, did not 
participate in the status phase of the survey. 

Mr. ALF. And the States that are participating ¢ 

Secretary Hossy. Nebraska, New Mexico, North Dakota, and South 
Dakota are participating, but their reports will not be available in time 
for the national summary. Three other States, Delaware, Illinois, and 
Ohio are not participating in phase IT of the survey. 

And then the seven I just read were States which did not participate 
in the status phase of the survey. 

Mr. Mercatr. Thank you. 

Secretary Hossy. Thank you very much. 

Mr. Gwinn. In that connection, Mrs. Hobby, there appear to be 
14 States who are not carried on your statistics here, and when you 
refer to them as promising statistics later this year, which is 5 years 
after the event, would you be able to say that hos 14 States did not 
take the money in the first place? 

Secretary Hozgsy. I do not know, Mr. Gwinn. I could make it avail- 
7 pee the record. Mr. Hamon may know. I think he does; he nods 
iis head. 

Chairman Barpen. The Chair recognizes Mr. Hamon. 

Mr. Hamon. Mr. Chairman, $3 million was appropriated for the 
survey. 

As to phase I and phase II, that was merely an internal device. We 
realized it would take at least 3 years to make the survey. We knew 
that Congress would want some report before that length of time. 

So we divided it into a status phase or phase I, and a long-range 
planning phase up to 1959-60. So the phase I and phase IT are merely 
a concoction of our own within the office for convenience of re- 
porting. 

The $3 million was available for both phase I and phase IT. 

There might be some confusion about another matter. Along in 
October the office sent out what we call a quickie questionnaire to ask 
them how many children they had enrolled this year and how many 
classrooms they are going to build this year. That was where we got 
the 60,000 classrooms being built this year. That did not come from 
the survey itself. 

Now of that $3 million appropriated, a little less than $2 million was 
actually paid to the States. On December 31, 1953, that part of the 
appropriation which remained unexpended was rescinded. 

Mr. Batter. Why and by whose authority ? 

Mr. Hamon. By the Congress. 

Mr. Battey. It was, but due to the fact that it was lying there 
unused. 

Did the Department of Health, Education, and Welfare make a re- 
quest and advise the Budget Office that that money was obligated and 
it would be used ? 

Mr. Hamon. I prepared such a statement; yes, sir. 

Mr. Battery. Had you known the intention of the Department, that 
money would never have been turned back and those reports would 
have been completed. I have had letters from at least 7 or 8 different 
States complaining that they went ahead and expended money of their 
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reer then couldn’t get any Federal reimbursement for the survey 
WOTrkK, 

Mr. McConneui. Mr. Chairman. 

Chairman Barpen. Justa minute. 

Mr. Gwinn. Mr. Chairman. 

_ Chairman Barpen. Just a minute. Mr. McConnell may ask a ques- 
tion. 

Mr. McConne tt. I want to ask a procedural question. 

My understanding was in the beginning that we were to finish sec- 
tions I, II and ITI, and then we were to get into questions and answers. 

Now, under the guise of a clarifying question, we have been getting 
into a controversial argument about things, and I think part of it 
has been to discredit this testimony before it is finished. 

I want to know the rules because I am willing to engage in a hassle, 
but I want to play the rules. 

Chairman Barven. Let me say this: I recognize the fact that it 
kind of sneaked in under the clarifying questions. But I did not think 
it was going to develop quite as far as it has. 

So I believe, if the gentleman desires to clarify the fund business, 
then any of you that care to question him further can do so when we 
finish these titles. I believe that would be in line with our first plan 
of procedure and help everybody concerned. 

Secretary Hopny. May he continue then, Mr. Chairman ? 

Chairman Barven. Yes. 

(The questionnaires and summaries referred to follow :) 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
OFFICE OF EDUCATION 
WASHINGTON 25, D. C. 
Fatt 1954 Report ON ENROLLMENT, TEACHERS, AND SCHOOLHOUSING 
(Full-time Public Elementary and Secondary Day School) 


IMPORTANT 


The items of information requested below comprise the “minimum list” to be 
collected in the fall of each year by the State departments of education (see pp. 
100-101 of Handbook I, The Common Core of State Educational Information). 
This information should refiect the facts on or about October 1, or the nearest 
dates thereto when enrollment can be considered stabilized. If some of the 
actual data are not available, please furnish reasonable estimates. Please write 
us at once if you foresee any delay in getting this report to us by November 1. 


State (or Territory) 
Report made by 





(Title) 
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Item Elemen- Second- 
tary ary 





. Number of pupils on currents rolls 

2. Number of teachers, full-time and part-time (exclude super- 
visors, principals, full-time librarians, etc.) _.......__.____-_ ~___ 

. Number of full-time teachers teaching under substandard 
credentials 

. Number of pupils in excess of the normal capacity’ of the ac- 
cessible publicly owned school plants in use 

. Total number of instruction rooms (elementary and secondary) 
scheduled for completion during current fiscal year 








1 Normal capacity is defined as the number of P an po that can be accommodated in the 
instructions rooms of a given plant for the school day according to existing State standards, 
exclusive of multiple sessions. When nonpublicly owned quarters or makeshift or impro- 
vised facilities are used, all pupils housed in such facilities should be included as in 
excess a8 well as the children who are excess of the normal capacity in permanent publicly 
owned school plants. 


UNITED STATES DEPARTMENT OF HEALTH, EDUCATION, AND 
WELFARE 


OFFICE OF EDUCATION 
WASHINGTON 25, D. C. 
[February 1955. Statistical Circular. Circular No. 417 Revised] 


Fatt 1954 STATISTICS ON ENROLLMENT, TEACHERS, AND SCHOOLHOUSING IN FULL- 
Time PusLic ELEMENTARY AND SECONDARY Day ScHooLs * 


By Samuel Schloss, Specialist in Educational Statistics, and Carol Joy Hobson, 
Research Assistant 


[Circular No, 417 Revised is being issued to meet the need for 
more complete information on enrollment, teachers, and school- 
housing than was included in Circular No. 417, which it supersedes. 
Supplementary data, which became available in late State reports, 
permit the inclusion of the following additional information: (1) 
Data for seven States not previously included; (2) more complete 
data for some of the States already included in the former circular ; 
and (3) national totals for the various items. ] 


This circular presents selected fall 1954 statistics for the public-school sys- 
tem. The data were collected through a brief questionnaire identified as “Form 
RSS-052,” which was mailed to each State and Territorial department of edu- 
cation. 

This is the first of a series of annual surveys, to be made by the Office of Edu- 
cation in the fall of the year, the purpose of which is to obtain certain essential 
data about the public-school system for the year in progress. It represents an 
effort of the Office of Education to meet a growing demand for current informa- 
tion, Detailed public-school statistics for the entire school year will continue 
to be available in the regular periodic surveys. 

The current survey represents one phase of a comprehensive data-collection 
program for the public-school system which has been developed during the past 
several years and incorporated in Handbook I, The Common Core of State Edu- 
cational Information (Office of Education Bulletin 1953, No. 8). Chapter 11 of 
Handbook I laid the groundwork for the present survey by expressly providing 
for the collection by State departments of education of a “minimum list” of 
items of information in the fall of each year. 


ENROLLMENT 


In the fall of 1954, 7 out of 8 school-age children (5 to 17 years of age, in- 
clusive) were enrolled in full-time public elementary and secondary day schools. 


1 Under the general direction of Emery M. Foster, Head, Reports and Analysis. 
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Of the total enrollment of 29.5 million, 21.3 million pupils were in elementary 
schools and 8.2 million in secondary schools. It should be noted that the enroll- 
ment rata appearing in this circular, which are compiled in the fall of the year, 
will not be comparable with the statistics on enrollment given in other publica- 
tions of the Office of Education, which are cumulative for the whole school year. 


NUMBER OF CLASSROOM TEACHERS 


State departments of education reported a total of 1,066,000 teachers, consist- 
ing of 690,000 in elementary schools and 376,000 in secondary schools. These 
data, which are for classroom teachers only, cannot be readily compared with sta- 
tistics on teachers in other Office of Education surveys in which the term “teach- 
ers” generally has also included other instructional staff, such as librarians and 
guidance personnel, though not supervisors and principals. 


SHORTAGE OF QUALIFIED TEACHERS 


The individual States set the requirements for teachers for both regular cer- 
tificates and emergency certificates. The proportion of teachers teaching under 
substandard credentials varies from State to State. There were over 91,000 such 
teachers, who constituted 8.6 percent of all teachers. Almost five-sixths of the 
emergency teachers were concentrated in the elementary schools. There were 
also many teachers holding regular certificates who had met only the minimum 
State standards of preparation. 


PUPILS IN EXCESS OF NORMAL CAPACITY 


There were over 2.6 million pupils reported as in excess of the normal capacity 
of the accessible publicly owned school plants. This represents 9 percent of the 
total enrollment. “Normal capacity” is defined as the number of pupils that can 
be accommodated for a full day in the instruction rooms of the accessible, pub- 
licly owned, permanent school plants according to current State standards re- 
garding the proper number of pupils per classroom. When nonpublicly owned 
quarters, or makeshift or improvised facilities are used, all pupils housed in 
such facilities are also considered as in excess of normal capacity. 

The “number of pupils in excess of normal capacity” reflects overcrowding, 
pupils on extra shifts, and pupils housed in nonpublic, makeshift, or temporary 
quarters ; but does not include pupils in unsafe, overage, or educationally unsuit- 
able structures. The “number of pupils in excess of normal capacity” thus pro- 
vides only a partial measure of schoolhousing shortage. The size of the short- 
age given in this circular is, in consequence, less than that reported in other 
studies such as the Office of Education Report of the Status Phase of the School 
Facilities Survey (1953). That report developed estimates of school construction 
needs in terms of the total schoolhousing shortage, and took into consideration 
such factors as expected increases in enrollments, the replacement of obsolete 
facilities, reorganization of uneconomical school districts, and the expansion 
of the educational program. 

The data regarding the schoolhousing shortage for individual States must, of 
course, be interpreted with caution, since not all the States were able to follow 
the prescribed definitions exactly. 


NUMBER OF INSTRUCTION ROOMS TO BE COMPLETED DURING CURRENT FISCAL YEAR 


It was reported that a total of 60,000 new instruction rooms were scheduled for 
completion by June 30, 1955. Assuming that the new instruction rooms will be 
utilized entirely as additional facilities, rather than as replacements for obsolete 
quarters, and assuming 30 pupils per classroom, 1.8 million pupils of the over 2.6 
million in excess of the normal capacity would be provided for. This leaves 
almost 850,000, or about one-third, of the total still housed in inadequate 
facilities. 
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(Chart, New Classrooms Needed, follows :) 


Dr. Brownetu. The purpose of this chart is tu indicate the class- 
rooms needed so far as the States are concerned. 

The circles indicate the number of classrooms needed; and the 
larger the circle, the more classrooms needed. 

As to the difference in color, the dark n indicates enrollment in- 
creases. And the light green indicates thhe portion needed to replace 
substandard classrooms; that is, classrooms which should be replaced. 

Now more than a half of the listed deficit is found in § States. 
That is, of the total national need for classrooms more than half of 
it is located in 8 States, and you can see by the size of the circles on 
your chart that those 8 States are California, Texas, Georgia, Penn- 
sylvania, Michigan, Alabama, Florida, and Tennessee. 

Of the classroom needs, about 60 percent is for increased enrollment 
and increased capacity, while about 40 percent is for replacement. But 
if you will notice from State to State, the problem is quite different. 
For instance, in the State of Maryland 93 percent of the need for 
classrooms is to take care of increased enrollment whereas in another 
State, Kentucky, 79 percent of the need is for replacement classrooms. 
It varies from State to State all the way from a very smal] amount 
for replacement to a very large amount. So when you know what the 
total enrollment is in pj Poy that fact doesn’t indicate the classroom 
needs. 

May [ have the next chart, please. 
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(Chart, Major Classroom Need Lies in Fast Growing and Metro- 
politan Areas, follows :) ‘ 
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SOURCES OF INFORMATION 


1. 1940-52 Population Increase, United States Bureau of Census, Estimates 
of the Civilian Population by States, by Broad Age Groups, July 1950, 1951, and 
1952. Series P-25, No. 87. (1950 census data from series P-25, No. 41.) 

2. State by State analysis of Phase II, School Facilities Survey. 

Dr. Browne.u. If you will notice on that previous chart, the indi- 
cation of the greatest need for enrollment is in the fast-growing States 
i there is a population shift. And the same thing is true State 
by State. 

If you take the 5 States, California, Florida, Oklahoma, Oregon, 
and Maryland as examples, California has the largest classroom need 
of any of the States, and 88 percent of the need for classrooms in Cali- 
fornia is located in these metropolitan areas which are indicated in 
color. If you go to the State of Florida, 67 percent of the classroom 
need is located in 9 of the counties. In the State of Oklahoma, where 
the school —— has decreased 14 percent from 1940 to 1952, 25 
percent of Oklahoma’s classroom need is located in 2 metropolitan 
areas. 

In Oregon you will find the same situation—that 64 percent of Ore- 
gon needs are in certain fast-growing areas of the State. 

And in the State of Maryland 75 percent of the need for classrooms 
is located in the 4 counties which are adjacent to Baltimore and 
Washington. 

I point this out to indicate that, so far as the problem is concerned 
both in the country at large and in the States, the problem is not just 
the number of children but the location of the children. And that 
is true also in the cities. 

For instance, I would like to read a paragraph from a recent news 


magazine concerning New York City. I think it reports a fairly 
typical situation : 


Movement of younger families out of the older sections of Manhattan and 
Brooklyn and the Bronx into the outlying areas of Queens and Staten Island 
has evoked a pattern of underoccupied schools in the older areas and Jampacked 
schools in the newer districts. For example, when there was a 63,363-pupil 
overload in the Queens, Staten Island areas there were 123,130 extra seats, but 
in the wrong schools. 

The three charts which I have just presented point to the fact that, 
insofar as the school need is concerned, it is centered te a considerable 
extent, in the fast-growing areas within the States and in the fringe 
areas of the metropolitan communities. 

Mr. Battery. May I ask a question at this point, Mr. Chairman? 
It will be very brief. 

The Government’s activities in the concentration of their war poten- 
tial has a certain part of the responsibility for this situation you have 
just described. We do not have a diversity of our war efforts. They 
are concentrated in certain areas. 

I am trying to point out the fact that there is a Government respon- 
sibility for a lot of these situations that you are just describing. The 
Government cannot escape a certain responsibility because they did 
not diversify and have their war potential carried on throughout the 
Nation generally, but concentrated in the Detroit area and southern 
California and parts of Oklahoma. That is particularly true as to the 
situation in California. 

Mr. Gwinn. Mr. Chairman, just one question. 
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If the patene from West Virginia keeps on rep clarifyi 
questions how can the rest of us keep from clarifying the c ariflestiont 

Mr. Batzy. If the gentleman from New York won’t do any more 
talking I won't. 

Chairman Barpen. Gentlemen, I think that is settled now. 

Secretary Hospy. Mr. Chairman, in addition to cog. we. the extent 
and location of our classroom needs, it is necessary that we find out 
why the shortage exists before attempting to prescribe methods to 
eliminate the shortage. 

Our examination of the problem revealed that many communities 
have encountered legal eat financial barriers preventing them from 
providing the ate which they need for their children. In some 
cases, although the economic resources are sufficient, current tax or 
bonding limitations prevent full use of those resources. In some cases 
district organization problems prevent school construction. In still 
other cases the economic resources of the district are simply too meager 
to provide for an adequate school. 

ong the States there are wide differences in the extent to which 
these impediments exist. The States also differ widely in the extent 
rc a they provide their communities financial aid from State 

Dr. Brownell has a detailed description of the types of barriers 
— stand in the way of communities who wish to provide needed 
schools. 

(Chart, Different Financing Methods Used To Build Schools, 
follows :) 


Dr. Browne. Mr. Chairman, I would like to call attention to the 
fact that when a school district wishes to build a school and finance 
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it there are, so far as the country as a whole is concerned, four pos- 
sible ways in which it might be financed. 

A few districts, mostly larger cities, have capital outlay programs 
where they take care of construction of schools and other capital im- 

rovements from current revenue. Those are very few. Most of the 
build of schools comes from borrowed money in one form or 
another. 

The most common method is the local bond issue which is provided 
for under the statute of the State which will permit a local school 
district to issue school bonds under certain conditions. 

A few States borrow money and provide the chance for local dis- 
tricts to borrow from the State or they make grants to schood dis- 
tricts to assist them with their building. 

There are also a few States where State and local school housing 
authorities have been established. The authority is able to borrow 
money and make it available to the school district. The school district 
then pays to the school authority an amount which usually is called 
rent. The authority then is able to repay the amount borrowed in the 
same way that the local school district pays back the borrowing on the 
basis of principal and paying off the bonds. 

( pay State Financial Assistance for School Construction, 
follows: 


Strate Arp ror ScHoot CONSTRUCTION 


Grants-in-aid; Alabama, Connecticut, Delaware, Florida, Kentucky, Maryland, 
Massachusetts, Mississippi, Missouri, New York, Ohio, Tennessee, Vermont, 
Utah, Washington, West Virginia. Total, 16. 


Loans: Arkansas, Virginia, New York. Total, 3. 
Grants and loans: California, North Carolina, South Carolina. Total, 3. 
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School building authorities: Georgie, Indiana, Maine, Pennsylvania, North 
Dakota. Total, 5 


NoTn.—Arkansas did provide for_a grants-in-aid school construction program, but no 
State funds have been appropriated for this purpose. Arkansas, however, does have a 
small loan fund for construction, 

Virginia's State school construction aid funds have been exhausted, therefore its grants- 
in-aid ——. is not currently operative. 

Both Virginia and North Caro have small loan funds for school construction. North 
Carolina also has a grants program. 

Dr. Browneuw. To illustrate how that operates within the United 
States, those indicated in dark gray on the chart are the ones 
where there are some State funds available for direct grants to the 
local communities which may be constructing schools. In most of 
those cases the grants are for certain types of schools, such as for 
schools where there is a consolidation or special type school. 

The States with the purple circles on them are States maintaining 
funds from which local districts may borrow ; that is, the State makes 
loans. There are four States with State or local authorities, There 
should be one other State, North Dakota, which also has an authority 
planned which we did not get on the chart. 

(Chart, State Identification of Obstacles to Local Financing of 
School Construction, follows :) 


Dr. Browne. Now when the school districts are preparing to build 
a school in the local community there are a number of possible obstacles 
to local financing. These have been identified by the State. One is 
that some communities, icularly the smaller communities, lack 
accessibility to needed technical information on planning and financ- 
ing, which holds up their building. 
rictive debt limits in some States, restrictive tax limits, under- 
assessment of property, the size of school districts, and the lack of local 
financial resources are obstacles to construction. 
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Y would like to go into more detail in presenting the information 
9 how these obstacles affect the different districts. 
‘irst may I have the chart on the restrictive debt limit. 
Yhart, School Bond Debt Limits, follows :) 
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SoHoot Bonp Derr Limits, 19547 
Percent of taxable valuation 


Limitations on issuance of school bonds reported for: No limit: Alabama 
and Maryland; 18 percent to no limit, Virginia;* 10 percent to no limit, Ver- 
mont ;* 7 percent to no limit, Texas.* 


Minnesota * West Virginia’ 

Nebraska * North Carolina ?* 

Louisiana ’” Wisconsin ’* 

, — J ersey 1 AEE Eta SA 
chigan ne 

Mississippi * 
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1 Source: Office of Education and new data. 
2 Constitutional limit. 
* Statutory limit. 


Dr. Brownett. The purpose of this chart is to show that in school 


districts or in the various States there is no agreement as to what 
should be a reasonable debt limit for the issuance of school bonds. It 
varies all the way from 2 percent in one State—that is, 2 percent of 
the assessed valuation as the limit on the bonds which may be issued— 
up to two States which have no limit. And there are three other 
States where, by special action of the voter, the constitutional or the 
statutory limitation on the issuance of school bonds may be raised. 

Now the States which are listed here in dark red are the States with 
constitutional limits as to the percentage of taxable valuation against 
which school bonds may be issued. The ones that are indicated‘in the 
yellow are the States which have a statutory debt limit. I call your 
attention to the fact that the lar, reentage of States with constitu- 
tional limits overlaps those in the ower debt limit category. 

The point in calling that to your attention, of course, is that it takes 
a longer time, and it is more difficult for a State to remove a constitu- 
tional limit than a statutory limit. 

Mr. Mercatr. May I ask a clarifying question ? 

Chairman Barpen. Well, you could not put it under some other 
title, could you ? 

Mr. Meroatr. I want to ask Dr. Brownell if that is a cumulative 
chart, that is, of all the school districts. Or is that just on the prop- 
erty in the district ? 

Dr. Browneti. The State laws cover all the school districts within 
the State. 
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Mr. Metcatr. I understand, but is that the debt limit on the district 
itself such as an elementary district or a high school district, or is that 
all of the property located within the district ? 

Dr. Brownety. That is a good question because you have a few 
States such as California where you have your overlapping districts. 

Mr. Mercatr. That is correct. 

Dr. Brownewu. That is, as far as elementary district and high school 
districts and junior college districts are concerned. There are one or 
two States of that sort. 

Mr. Mercatr. My own State has such a situation. 

Dr, Browne. I am going to have to say that I am not sure, on 
the basis of this chart, without checking back on the original figures, 
whether they have taken the overlapping debt limitation or not. But 
I can do that, and would be very glad to do that. 

Mr. Meroatr. I ask that that information be supplied and inserted 
in the record. 

Chairman Barven. Without objection, that may be done. 

Dr. Brownety. We would be very glad to do that. 

(The information referred to is as follows :) 


Sixteen States, as indicated in the tabular material covering the chart, have a 
range on legal limitation on bonded indebtedness. The larger figure is an 
inclusive one, covering all types of districts within that State. 


(Chart, Tax Limits Restricting Local Issuance of Bonds, follows :) 
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Tue limits restricting local issuance of bonds 


Maximum local tax rate which may be levied with vote or special approval. 


Rate (mills) 
N 50 


PER EEE SEE RT RR 5 oe ER, 200 Ta a 
South Dakota 
Pennsylvania 


Oklahoma 

yb REESE YS PRES IRS Se Oe ee: NORM § oe Sea AT ee een a ee ae ee 
West Virginia 

Alabama 


1 Overall. 
2 Approval by the legislature. 


Dr. Browne. I wish also to call attention to the fact that in some 
10 States there are statutes which limit the issuance of bonds because 
of some limitation on the tax that may be levied. And, again, the 
States are by no means in agreement as to what that limit may be. 
There are 38 States which have no limits or which make exceptions 
for debt service. But that is one of the obstacles in some of the States 
to their issuance of school bonds when the school district wants to go 
ahead and build a school building. 

(Chart, Underassessment Restricts Borrowing Capacity, follows:) 


BOND 
LIMIT 


$14 
MILLION 
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ae 


Dr. Browneuu. The third restriction which I wish to comment on is 
No. 4, underassessment of property, just to indicate how that serves as 
a restriction on the local district financing its schools. 

The illustration is of a community where the assessment was on resi- 
dential, commercial, and industrial property averaging about 38 per- 
cent of the true value. The assessed value in that community was $142 
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million. And since in that State the limitation on borrowing was 10 

rcent of the assessed valuation that district was able to issue $14 mil- 
ion worth of bonds to take care of its schools. 

If in that community they had been assessed on full value they 
would have been able to borrow, instead of $14 million, $37 million, 
for the full value was $374 million. 

Actually in this particular State they passed a law which permitted 
school districts to borrow on the true value rather than on the assessed 
value, which increased the ability of this particular district to borrow 
up to $37 million rather than $14 million. They did not change the 
assessed valuation. 

Now another way to have approached it if they wanted to increase 
the capacity of the local districts would have been to have a reevalua- 
tion of the property. 

But that illustrates the point that I wanted to make, namely, how 
underassessment does restrict the borrowing pt ig 
; (Chart, Farm Property Assessed Value and Full Value, 1950, 

ollows :) 
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Farm Property ASSESSED VALUE AND FULL VALUE* 
Ratio of assessed value to full value of farm real estate by States, 1950* 


75 percent and over: 25 to 50 percent—Continued 
Wisconsin Indiana 


50 to 75 percent: Missouri 
Illinois. 
Maryland 
Delaware 
Minnesota 

25 to 50 percent : 
Connecticut 
New York 
Montana 
Michigan_-___ 
Rhode Island 
New Hampshire 
South Dakota__ 
North Carolina 
North Dakota 
Florida 
Massachusetts 
West Virginia 
Ohio 
Kansas 
Mississippi 
Nebraska 
Kentucky 
Iowa 
Pennsylvania 


1 Department of Agriculture. Le eng eee Finance Review, vol. 16, November 1953, p. 24. 
2 Ratios computed after inel on of value of homestead exempt property in applicable 
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eres Census values are used to reflect full value. (Table also ahve data for 1940 and 
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Under 25 percent: 
Utah 








Alabama 
Colorado 
Oregon 
Virginia 
New Jersey 
Idaho 
Washington 
Texas. 
Oklahoma 
Arizona 
New Mexico 
Arkansas. 
South Carolina__.......___ sg 
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(Chart, Urban Property, Assessed Value and Full Value, follows :) 
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URBAN Property : Ratio oF ASSESSED VALUE TO CURRENT MARKET VALUE 


Estimated ratio of assessed value to current market value 


ASSESSED VALUE 


75 percent and over: 
90 to 94 percent (4 cities) : 


Boston, Mass... ._ 


East Providence, R. I_--- 


85 to 89 percent (no cities. ) 
80 to 84 percent (5 cities) : 


Jamestown, N. Y 
Manchester, N. H 
Laredo, Tex 
Lorain, Ohio 
Danville, Va 


75 to 79 percent (13 cities) : 


Erie, Pa___ ee 
Hamtramck, Mich 
Baltimore, Md 





Madison, Wis 
Pontiac, Mich 
Clifton, N. J 
Warren, Ohio 
Quincy, Ill 
Danville, Ill 
Portsmouth, Ohio 
Bloomington, Ill 











50 to 75 percent: 


70 to 74 percent (13 cities) : 
Aurora, Ill 
pa * hee; ER ReaSe.: ba 





Providence, R. I_-----. aed 
Syracuse, N. ¥ 

Worcester, Mass 

Tampa, Fla 
East St. Louis, Ill 
Pawtucket, R. I 
Mount Vernon, N. ¥ 
Cranston, R. I 
High Point, N. C 
Alton, Tll_ o 








65 to 69 percent (8 cities) : 


New Rochelle, N. Y 
Moline, Il 
Superior, Wis 

New London, Conn 
Stamford, Conn 
Orlando, Fla 








50 to 75 percent—Continued 
60 to 64 percent—Continued 

St. Petersburg, Fla 
Binghampton, N. ¥ 
Portland, Me_...--.--... 
Evanston, Ill 
Cedar Rapids, Iowa 
Decatur, Ill 
Covington, Ky 





Woonsocket, R. I_-_--_---_ 
Meriden, Conn 
Warwick, R. I 
Oshkosh, Wis 
Greenwich, Conn 
Waukegan, Ill 
West New York, N. J 
Cumberland, Md 
Hagerstown, Md 
Hazelton, Pa 
Appleton, Wis 
Billings, Mont 

55 to 59 percent (15 cities) : 
Philadelphia, Pa 
Jersey City, N. J 
Bayonne, N. J 
Johnstown, Pa 
Union City, N. J 
Hoboken, N. J 
Kearny, N. J 
Cincinnati, Ohio 
Pasadena, Calif 
Waterbury, Conn 


Holyoke, Mass 
Abilene, Tex 
Hartford, Conn 
Eau Claire, Wis 

50 to 54 percent (61 cities) : 
Pittsburgh, Pa 
Sacramento, Calif 
Knoxville, Tenn 
Easton, Pa 
Milwaukee, Wis 
Berkeley, Calif 
Stratford, Conn 
Altoona, Pa 
Chester, Pa 





Lancaster, Pa 

Green Bay, Wis 

La Crosse, Wis 
Cleveland, Ohio 

San Francisco, Calif 
Denver, Colo 
Oakland, Calif 
Columbus, Ohio 
Rochester, N. Y 
Akron, Ohio 


Source: National Municipal Review, January 1954, vol. XLII, No. 1, pp. 19-33. 
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Ratio of assessed values to full value of farm real estate by States, 1950 ?—Con. 


50 to 75 percent—Continued 25 to 50 percent—Continued 


50 to 54 percent—Continued 
Jacksonville, Fla 
Nashville, Tenn 
Youngstown, Ohio 
New Haven, Conn 
Charlotte, N. C 
Canton, Ohio 
Wilmington, Del 
New Bedford, Mass 
Allentown, Pa 
Lincoln, Nebr 
Glendale, Calif 
Rockford, Ill 
Winston-Salem, N. C 
Waco, Tex 
Portsmouth, Va 
East Orange, N. J 
Racine, Wis 
Lakewood, Ohio 
Raleigh, N. C 
Hamilton, Ohio 
Port Arthur, Tex 
Kenosha, Wis 
Pittsfield, Mass 
Norwalk, Conn 
Muskegon, Mich 











Riverside, Calif 

Miami Beach, Fla 
Inglewood, Calif. 

Everett, Mass 

West Palm Beach, Fla___- 
Sheboygan, Wis__...----- 
East Cleveland, Ohio... 


Bristol, Conn 
Steubenville, Ohio 





Burlington, Vt 
Jackson, Ténnh- 


25 to 50 percent: 


45 to 49 percent (14 cities) : 
Lynchburg, Va 
Newark, N. J 
Flint, Mich 
Irvington, N. J 
Lexington, Ky 
Bloomfield, N. J 
Montclair, N. J 


Belleville, N. J 
Wilkes-Barré, Pa 
St. Joseph, Mo 
Santa Monica, Calif 
Tyler, Tex 
Manchester, Conn 

40 to 44 percent (26 cities) : 
Spokane, Wash. 
Fort Worth, Tex 
Paterson, N. J 








40 to 44 percent (26 cities)— 
Trenton, N. J 
Colorado Springs, Colo_ 
Wauwatosa, Wis 
West Allis, Wis 
Memphis, Tenn 
Louisville, Ky 
Birmingham, Ala 
Seranton, Pa 
Reading, Pa 
San Jose, Calif 
Saginaw, Mich 


Bay City, Mich 
San Angelo, Tex 
Jackson, Mich 
Plainfield, N. J 
Newport News, Va 
Taunton, Mass_..___---~_ 
Fort Lauderdale, Fla 
Fayetteville, N. 0 
Irondequoit, N. Y¥ 

35 to 39 percent (22 cities) : 
Albany, Ga 
BA Pee, Tels wig... 
Savannah, Ga 
Kalamazoo, Mich 
Enid, Okla 
Elizabeth, N. J 
Linden, N. J 
Kansas City, Mo 
San Antonio, Tex 
Austins | DORA 
Chattanooga, Tenn 
Camden, N. J 
Corpus Christi, Tex 
Roanoke, Va 
Burbank, Calif 
Sioux Falls, 8S. Dak 
Alhambra, Calif 
New Castle, Pa 
San Mateo, Calif 
Rome, N. ¥ 
Wyandotte, Mich 
Hutchinson, Kans 

30 to 34 percent (32 cities) : 
Baton Rouge, La 
Bethlehem, 
New Brunswick, N. J 
Toledo, Ohio 
South Bend, Ind 
Macon, Ga 
Wichita Falls, Tex 
Terre Haute, Ind 
Muncie, Ind 
Anderson, Ind 
Richmond, Ind 
Lafayette, Ind 
Marion, Ind 
Dearborn, Mich 
Atlantic City, N. 
New Orleans, La 
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Ratio of assessed values to full value of farm real estate by States, 1950 *—Con. 


25 to 50 percent—Continued 25 to 50 percent—Continued 
30 to 34 percent (32 cities)— 25 to 29 percent (23 cities)— 
Indianapolis, Ind Joplin, Mo 
Portland, Oreg__....----- Cheyenne, Wyo 
San Diego, Calif Ashland, Ky 
Long Beach, Calif Under 25 percent : 
20 to 24 percent (16 cities) : 
Alameda, Calif 
Columbus, Ga Perth Amboy, N. J 
Alexandria, Va Tacoma, Wash 
Compton, Calif Jackson, Miss._....-..--~-— 
Council Bluffs, Iowa Lansing, Mich 
Santa Barbara, Calif Topeka, Kans 
Kokomo, Ind San Bernardino, Calif___- 
Independence, Mo 
Bakersfield, Calif Yakima, Wash 
Lawton, Okla Oklahoma City, Okla 
Lafayette, La Montgomery, Ala 
25 to 29 percent (23 cities) : Dayenport, Iowa 
Phoenix, Ariz 29 Springfield, Mo 
Houston, PK sec2 uc. Tucson, Ariz 
Evansville, Ind University City, Mo 
Stockton, Calif Great Falls, Mont 
Muskogee, Okla 15 to 19 percent (5 cities) : 
Columbia, Mo Salt Lake City, Utah 
Fort Wayne, Ind Wichita, Kans 
Sioux City, Iowa Bellingham, Wash 
Royal Oak, Mich Boise, Idaho 
Seattle, Wash. Kansas City, Kans 
Dallas, Tex 10 to 14 percent (8 cities) : 
Des Moines, Iowa Little Rock, Ark 
Paducah, Ky Fort Smith, Ark 
Los Angeles, Calif Spartanburg, 8. C 
Tulsa, Okla 5 to 9 percent (2 cities): 
Duluth, Minn Charleston, 8. C 
Richmond, Calif Greenville, S. C 
Charleston, W. Va 0 to 4 percent (no cities) 
Ogden, Utah Total cities_......._-_- 286 
South Gate, Calif 


Dr. Brownetu. The next two charts indicate how this problem 
varies from State to State and from community to community. 

We were able to get, through the Department of Agriculture, a 
study of the Saag value and full value in 1950 of farm property. 

And I might point out that the assessed value of farm property in all 
but two of the States decreased from 1940 to 1950. In two States it 
increased markedly during that time. 

Here again you see the variation that exists between the States, all 
the way i 14 States where farm property is assessed at less than 
25 percent of its full value up to five States where it is between 50 and 
75 percent of its true value, or, rather, 50 and 100 percent. In 1 of 
those 5 property is assessed from 75 to 100 percent. In effect 14 States 
at the lower end of the scale have restricted the borrowing capacity 
of the school districts by their underassessment a great deal more 
than some of these other States. 

Let us look at the picture as far as cities over 30,000 are concerned. 
We were unable to get it State by State, but the facts that we did get 
were on cities of 30,000 and over. Here you get something of the same 
picture. In 26 cities out of the total of 288, or in about 10 percent of 
them, property is assessed at less than 25 percent of its true value. In 
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some 22 cities assessments are at 75 to 100 percent of full value, and 
there is a marked variation from the bottom to the top of the scale. 

I think it is also interesting to note that in general urban property 
is assessed at a higher percentage of its true value than is farm prop- 


erty. 
( Chart, Problems Created by Present School Districting, follows) :. 


Dr. Browne. The next obstacle to local financing of needed 
schools lies in the problem of the size of the school districts. 

This is a particular problem as it relates to our high schools, but 
it is also a general problem. 

We have about 63,000 school districts in the country, and of the 
63,000 there are 11,000 which operate no schools. They may have a 
few pupils whom they send to a nearby community and for whom they 
pay tuition. Some of these districts have no pupils at all, and, of 
course, pay no school tax under those conditions. 

There are 31,000 districts with less than 50 pupils each, and ap- 
proximately 12,000 districts with 50 to 300 pupils in each. That 
leaves approximately 9,000 districts where there are from 300 to over 
1,500 pupils in each school district. 

I point out that this is particularly a problem so far as high schools 
are concerned, and fer these reasons: You can’t organize and provide 
an adequate and reasonable educational program for children in these 
very small school districts. This means that in small districts with 
children of high school age, school authorities seek some nearby com- 
munity to take in those children on a tuition basis. 

_ In most of the States tuition is charged on the basis of operating 
costs. They are not permitted by law in some States to charge more 
than the operating-per-pupil cost. 
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This means then that the district will hesitate to build a school that 
is large enough for its own pupils and for the neighboring pupils 
when the community will have to provide the capital outlay cost for 
that increased size of building. With the increased number of chil- 
dren reaching high school age, this is now or is going to become an 
increasing problem. In one of our States in the Middle West where 
there are a large number of small districts 70 percent of the area of 
the State is not included in any high school district. And in any 
number of situations we find that the communities are, with increased 
numbers of pupils within their corporate limits, notifying their sur- 
rounding districts that they are no longer able to take in pupils on 
a tuition basis. Hence, we are facing an increasing problem of re- 
organization in the development of adequate sized school districts ir 
order to take care of the pupils needing education. 

It is true that the States vary a great deal in their number of school 
districts; it varies all the way from 24 school districts in the State of 
Maryland, which is operated on a county basis, to some 6,000 school 
districts in the State of Nebraska, and they run all the way in between. 

Mr. Frettncuuysen. Mr. Chairman, I have a very brief question. 

Dr. Brownell, I am wondering, hasn’t there been a substantial re- 
duction in the total number of school districts in the country in the 
last 15 years? 

Dr. Brownett. It has really been a very surprising one, in a way. 
It is going on all the time. 

I think it was in the early 1940’s that there were approximately 
112,000 school districts. So the number of school districts was re- 


duced to about half in a little more than 10 years. 

_ Mr. Fretincnuysen. My question is: Is this a continuing process? 

Is there still an active reduction in the number of school districts? 
Dr. Browne. Yes, it is going on all the time. 
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I was talking with one of the chief State school officers the other day, 
who pointed out to me that, although his State has a relatively small 
number of school districts—the State in fact has less than 200 school 
districts—that nevertheless that State faces a reorganization problem 
as far as high-school districts are concerned. In affect reorganization 
is a problem that faces practically every State. 

r. Bartey. I have an observation and not a question, Mr. Chair- 
man. 

A large part of that elimination has been due to several of the States 
going On a countywide school basis from their independent and magis- 
terial district practices of the past. Is that true? 

Dr. Browneu. That is right. 

Mr. Batter. We only have a total of 55 school districts in the entire 
State of West Virginia. 

Secretary Hopsy. We have seen some of the conditions which are 
presen the building of needed classrooms. Certain other facts, 

owever, are important to our understanding of this problem. 

States differ widely in their taxable resources. But they also differ 
widely, and this is important, in the efforts they are making with their 
available resources to provide good schools for their children. The 
fiscal efforts of some higher-income States are just as great in relation 
to their income as the fiscal efforts of some lower-income States—and 
there are striking differences in effort among each of these groups of 
States. 

It is also important to observe the positive steps being taken by 
many to help their communities provide schools for their children, 

The significance to this committee of these State-by-State variations 
lies in the extent to which the various proposals for Federal aid are 
fair to all States. Clearly, unless the form of Federal assistance 
recognizes the differing efforts of the States, it can merely serve to 
reward inaction and provide little or no incentive for the removal of 
barriers to additional school financing. 

Dr. Brownell has some charts which illustrate the differences among 
the States in fiscal resources and in their efforts to provide schools for 
their communities. 

(Chart, State Wealth and Classroom Need, follows :) 
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State wealth and classroom need 
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Source: State Income Payments in 1952, Survey of Current Business, August 1953. U.S. Department of 
Commerce, Office of Business Economics, 1953. Compendium of State Government Finance in 1953— 
Bureau of Census, School Facilities Survey Phase Il, Mar. 22 1955. Report of Scheol Housing Section. 


Dr. Brownett. One of the things we tried to do in our analysis of 
the data was to see the various factors that were related to this prob- 
lem of school needs. 

I call attention to the fact that the need, as far as the States are con- 
cerned, varies a great deal in terms of the need for increased enroll- 
ment and the need for replacement. 

One of the things we did was to relate the need for schools to the dis- 


posable income per capita in the various States. We divided the States 
into high-income, pag lower-middle, and low-income States. 
1s 


On the right of this chart the bars represent the classroom needs in 
the States. And on the other side, the bars represent the per capita 
income. 

The particular thing that we noted from this charting was the fact 
that in this upper-income group is the State with the largest classroom 
need and the State with the smallest classroom need. In addition, 
there are several in between. 

When you analyze each one of these groups, you find that it varies 
widely and covers a range of States with small classroom need to rela- 
tively large classroom need. Furthermore, there is very little relation- 
ship between the per capita income of the States and the classroom 
needs in the State. 

(Chart, State Building Effort Variation and Classroom Need, fol- 
lows :) 
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State building effort and classroom need 





School cap- School cap- | Classrooms 
ital outlay ital outlay | needed by 
as percent of as percent of | September 
State income State income | 1959 





0. 
1, 


New Hampshire__. 0. 44 


», +See 
Michigan Meee... 
Washington 

Ke cach adcacoen 
Massachusetts 
Pennsylvania 

Oregon 

Montana. 

Maryland 
InGige . cin dndeen=s0 
Wisconsin 

Rhode Island 
Colorado 





I 
Louisiana_..........* 
|| West Virginia 
Georgia... 

Kentucky 

‘Tennessee .- ee 
North Carolina____-__- 
Alabama._.......... 











ges eesreseesssaes 


Mississippi ; 6, 290 











Sources; Statistics of State School Systems (ch. 2 of Biennial Survey of Education, 1946-48). Washington F 
D. C.: U. 8. Government Printing Office, 1950. 


Statistics of State School Systems (ch. 2 of Biennial Survey of Education, 1948-50). Washington, D. C.: 
U. 8. Government Printing Office, 1952. 

State School Systems: Statistical Summary of Pupils, Instructional Staff, and Finance, 1951-52. Office 
of Education Statistical Cireular No. 420, December 1954. 

State Income Payments in 1952. Survey of Current Business, August 1953. U.S. Department of Core 
merce, Office of Business Economics, 1953. 

Federal Individual Income Taxes, memorandum dated July 26, 1954, Public Finance Division of the 
Committee on Intergovernmental Relations. 


Dr, Browneut. Another thing we tried to do was to check the pres- 
ent classroom need as against what had been done in the way of capital 
outlay for building over the period from 1948 to 1952. 


By taking the school capital outlay during that period, again you 
will see that there is a considerable variation, and that the State that 
has spent the largest peggy of its State income for capital outlay 

l 


is the State which still has the largest classroom need. It happens to 
be the fastest growing of the States. 

Mr. Ruopes. May I ask one of those questions ? 

Dr. Brownell, have you purposely left the names of the States off ? 

Dr. Brownetu. No. I can identify them. 

Mr. Ruopes. I think it might be well for the record if we had the 
various States identified, 

Mr. Gwinn. And the counties, if the gentleman will do so. 

Mr. Ruopes. I doubt if it was split down into counties, Mr. Gwinn. 

Dr. Browne.u. This happens to be on a State-to-State basis. 

If we come to data that is on a county basis, I will be glad to identify 
it as such, if I can. 

Mr. Frevrncuuysen. Are these supposed to be legible, the identifi- 
cation of the States on the charts? I wish they were. 

Dr. BrowNe.u. I am sorry to say when you reduce the charts on a 
printed page the names just do not show up. 

Mr. FreviIncHuysEN. You are not trying to keep information con- 
fidential ? 

Dr. Brownetu. No. They are public records. 

In this particular case, the State up here in the high-income bracket 
is Nevada. This top State has the smallest classroom need—a need for 
700 classrooms over the next 5 years. And Nevada has a high income. 

59521—55—pt. 24 
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The third one down here, the one that has the largest classroom 
need is California. And California has spent a larger percentage of 
its State income for capital outlay than any other State. 

Do you want to have all of them identified’ ? Lean identify as many 
as you wish. 

Mr. Gwinn. All the rich ones. 

Mr. Ruopes. I would suggest, for the record that a table be pre- 

ared similar to that one which Dr. Brownell is now pointing to show- 
ing the States as they appear on the chart. 

Chairman Barpen. Would that be practical ? 

Dr. BrowNnELL. We would be very glad to submit that. 

Secretary Hossy. I would like to do that. 

I was sitting here realizing myself that you cannot tell on any of 
these, either on bond limits or tax limits, the breakdown which would 
g0 in the record which would show each State’s tax limit and bond 
imit, because the charts really are not legible. 

If it is agreeable with the committee, we will submit that. 

Chairman Barpen. That would be quite helpful to the entire com- 
mittee. 

Mr. Gwinn. Mr. Chairman. 

Chairman Barven. Mr. Gwinn. 

Mr. Gwinn. You must have readily available such counties as 
Westchester and Los Angeles. If these very rich areas have seem- 
ingly the greatest need it would be very interesting to know what 
percentage of this school need that we propose to finance by the Federal 
Government is in our richest communities. 

Dr. Browne. I think we could get the data. We did not, in the 
preparation of our material, break it down by counties on that basis. 
But I would be very glad to look it up, and, if we can get that mate- 
rial, submit it for the record, if I may. 

Chairman Baroven. I presume the gentleman means illustrations of 
the existence of that condition rather than to attempt to break down 
all the counties. I believe there are 3,068 counties in the United States. 

Mr. Gwinn. That is right. I understand the facts show that more 
than half of the need that we are talking about is in the suburban areas 
such as the areas surrounding Los Angeles and the areas surrounding 
New York and Westchester and Nassau County. At least we could 
get half the problem or maybe two-thirds of it by naming a dozen 
or 15 counties. If so, I think it would be very enlightening, Mr. Chair- 
man, to have that. 

Secretary Hossy. I think we could furnish for the record the States 
that are of high income and average income or below the national aver- 
age, where the need is, without any great difficulty. I believe we have 
that. 

How much we can do really, Mr. Gwinn, on getting counties witn- 
out actually wiring the counties, we will see. It is relatively an easy 
matter statewide. I am not sure how easy it is countywide. 
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(The information referred to is as follows :) 


Per capita income of 82 States (calendar 1953)* in relation to volume of new 
classrooms planned for construction (September 1954 to September 1959)? 





Number and percent ofnew 
32 States, classified by per capita income, Amanat and. pet ~ Al classrooms planned for 
‘calendar 1953 ' endar 1953 construction (September 

1954 to September 1959) 





Amount 
Percent Percent 
49.73 .< 


& highest 4 36. 97 


8 upper middle 5 19. 02 14. 32 
8 lower middle 6 15. 68 19. 36 


8 lowest 7 15. 57 29. 35 
100. 00 100. 00 




















| Survey of Current Business, August 1954, table 4, p. 15. 


? Preliminary data from Phase II, School Facilities Survey Public Elementary and Secondary Class 
rooms Mar. 22, 1955, col. 4. 


' Total Stateincome payments toindividuals (Survey of Current Business, August 1954, table 4, p. 15) 
4 Connecticut, Nevada, New Jersey, California, Michigan, Maryland, Indiana, and Pennsylvania. 
' Massachusetts, Oregon, Wisconsin, Colorado, New Hampshire, Kansas, Mir nesota, and Iowa. 

‘ Texas, Arizona, Vermont, Rhode Island, Maine, Florida, Oklahoma, and West Virginia. 

? Louisiana, Tennessee, Georgia, Kentucky, North Carolina, Alabama, Arkansas, and Mississippi. 


Chairman Barpen. I am inclined to agree with you because, as I 
just stated a moment ago, I understand that there are 3,068 counties in 
the United States. And that would be quite a mammoth undertaking. 

Mr. Gwinn. I did not mean to cover them by county, but where the 
critical need is. 

Secretary Hopsy. Probably we could get them into three groups of 
States, according to per capita income. 


Mr. McConnext. Could I ask Dr. Brownell to go over that chart 
again. I think that there have been some conclusions reached here 
that are not a as I read your chart. In other words, the 


greatest classroom need is not necessarily in the high-income States. 
If I understand this chart, go down to your low income section and 
the line on the chart runs out quite a distance on your classroom need, 
and yet they are in low-income States. 

The thing that distorts your top one is that long California line. 
You take the rest of the chart, and that does not follow through as an 
accurate conclusion. 

So I wish you would go into that again. 

Dr. Brownetu. Yes. I am very glad you brought that up because 
the point I wanted to make was that when we came to trying to relate 
classroom needs to the effort that the State has made, as indicated by 
the amount that is spent on capital outlay during the period from 
1948 to 1952, we found that there was a great deal of variation. For 
instance, here is a State that happened to be the State of Oregon 
where the need is indicated as relatively low, but you can see what 
Oregon has done in the way of expanding approximately 1 percent of 
its State income. 

Mr. Fretincuuysen. Maybe you can see that, Dr. Brownell. Which 
one is it? 

Dr. Browne.u. No. 3; this one right here. 

Mr. Fretincuuysen. Where is California that you mentioned ? 

Dr. Brownetu. California is this one right here. 

Mr. Frevincuvuysen. Is it the third one on the other side, too? 

Dr. Browne wu. It is the third one here and there. 
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Mr. Fretincuuysen. Their outlay doesn’t seem so tremendous if 
it is the third one. 

Dr. Brownet.. This is the one right here. California has spent 
more than 1 percent of its State income for school capital outlay. 

And what I have pointed out was that we have quite a different 
situation down here in Oregon where they have spent, likewise, about 
1 percent of their State income for capital outlay, their needs for 
classrooms are much less. Looking ahead, it is clear that they are able 
to meet their needs much more readily than is California. 

In the low-income States, you find that some of them have spent up 
to approximately 1 percent. Others have spent less than a quarter 
of a percent of the total income of the State on school buildings. 

Hence, you cannot justifiably generalize from these facts and say 
that a State has a large school need because it hasn’t spent a large 
amount of its income and exerted a considerable amount of effort. 

Chairman Barpen. Dr. Brownell, may I, just for the purpose of the 
record, suggest that, where it is practical, you put in the source from 
which you obtained this information. It might have some bearing 
on it. You needn’t do that now, but for the record, 

(The information referred to was subsequently furnished and has 
been made a part of this record.) 

Mr. Roosrvetr. May I ask one question, Mr. Chairman ? 

In relating the individual State needs, is the same standard set up 
for each State? For instance, does each State say that one classroom 
represents 20 pupils or 30, or how are they gathered? Did you set 
a standard procedure for the answers from each State, or did they do 
them on their own bases ? 


Dr. Brownetu. No. There was a set of general regulations, or 
standards that were developed with the States, but no prescriptive 
standards were imposed from above. Mr. Hamon, who is here, could 
explain more in detail, if you wish him to, just what those criteria 
were. 
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Mr. Roosevett. I don’t care what they were, just as long as all of 
the States had the same criteria to follow. 

Dr. Brownett. That is right. 

Mr. Roosrveur. So we did not get a different answer from different 
States based on different criteria. 

Chairman Barpen. May I suggest you ask Mr. Hamon that ques- 
tion. I am sure he can answer that quickly, as to whether or not the 
same criteria were used for every State. 

Mr. Hamon. The same general principles were used in our informa- 
tion bulletins to the States, but we did not develop national standards. 
We left it to each State to interpret the general principles and estab- 
lish and apply their own standards. 

For instance, we said allow as many pupils per classroom as is your 
State and local practice, but approximately 30, or whatever your prac- 
tice is. 

But, as to the condemnation of buildings, which was one of the big- 
gest factors in the need besides enrollment increases, if the building 
is worth keeping or in such bad condition it ought to be abandoned, 
we simply said on our Federal directives that if, in the opinion of 
the State and local survey teams, they considered a building so old 
and obsolete, poorly located and unsafe that it is not worth fixing, if 
that is your opinion, mark it unsatisfactory and list the rooms it has 
and rooms to be replaced, and that shows up in the need. 

I am quite certain, sir, that a building which would be accepted as 
fairly satisfactory in one State would have been condemned in an- 
other. The States, using our very general principles, established their 
own standards and applied their own standards. It truly is not a 
Federal survey ; it is a coordination of State surveys. 

Mr. Roosgevert. Thank you, Mr. Chairman. That is what I wanted 
to find out. 

(Chart, —: Two States’ Classroom Needs and Their Ability 
To Finance the Needs, follows :) 
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Dr. Browne.u. Recognizing the general picture of the variations 
that exist by State, we | ro up an Tinsteedinn of these differences by 
taking two States that are similar in terms of their ratios of assessed to 
true values of property, their per capita incomes, their’ numbers of 
classrooms, and their school enrollments as of 1950. 

Mr. FrevrneHuysen. Could we have the names of the States ? 

Dr. Browneuu. The two States are West Virginia and Louisiana. 

Mr. FrevineHuysen. A is West Virginia ? 

Dr. Brownetu. A is Louisiana, and B is West Virginia. 

Mr. Battery. Will you explain that West Virginia situation for me? 

Dr. Brownexu. I will do my best. I think perhaps I can present 
the facts, and you can give the explanation perhaps better than I can. 

Mr. Battery. Lead off. 

Dr. Brownexu. I will show you the difference in the situation as 
we found it on the basis of the facts. 

As far as classrooms needs are concerned, State A indicated that it 
needed about twice as many classrooms. It would need about 9,600 
classrooms whereas State B had indicated 4,300 classrooms. 

And you can see, in the terms of the two colors, that the percentage 
nea for the increased enrollment is greater in State A than in 
State B. 

Now if you note what is going on in the two States you will notice 
one reason for some of that difference is that between 1940 and 1952 
State A inereased 10 percent in its school population whereas State 
B lost 2 percent in its school population. 

In terms of the ability to pay on the basis of their existing bonded 
indebtedness requirements, State A indicated that it could take care 


of about 72 — of its needs through local bonding, and that there 


was about 27 percent of the need that could not be taken care of on the 
basis of the restrictions‘on bonded indebtedness. 

State B indicated that about 87 percent of its classroom needs could 
be taken care of under their regulations for bonded indebtedness ; 
there being about 13 percent that could not. But the difference, of 
course, between the two States is in this respect : State A permits school 
districts to bond up to 20 percent of their assessed valuation, whereas 
State B permits school districts to bond up to 8 percent of their as- 
sessed valuation. 

Now if you look at what has been true with reference to the expendi- 
tures for pore outlay o—_— the period from 1948 to 1952, State A 
spent $1.80 for capital outlay for every dollar that was spent by State 
B. And in terms of the classrooms under construction reported by 
the 2 States, State A reported that it was building 2,200 classrooms 
whereas State B indicated that it was building 103 classrooms. 

Now the point of this chart is simply to indicate that when you take 
the figures of apparently comparable States .s far as enro'lment is 
concerned or in terms of the classrooms that they have or in terms of 
their per capita income or in terms of their ratios of assessed and true 
valuations, you can get some very different figures as far as what the 
States say that they are able to do and what they are doing with respect 
to this classroom construction problem. 

And, of course, your problem is one of trying to determine how you 
can handle the problem in fairness to such differing conditions as 
those that exist. 
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Let me point out that many States have taken, or are taking, steps to 
provide additional resources to their communities. 

For example: 

1. Large sums of State funds for school construction have been pro- 
vided in some States. In California, $590 million since 1947; in South 
Carolina, $124 million since 1951; in Connecticut, an amount equal to 
almost one-fourth of school construction costs since 1946; in Florida, 
the revenue from State automobile license fees is allotted to the coun- 
ties for school construction pu . 

2. South Dakota and Wyoming have raised their bonding limits to 
10 percent from a previous 5 and 6 percent, respectively; and the 
Michigan Legislature is considering measures to remove tax ceilings 
on school funds and permit 30-year bonding. 

3. Kansas and New Jersey have provided methods of gaining per- 
mission to exceed present bonding limits. 

4. New York permits school districts to bond themselves on their 
equalized assessments. This increased the bonding capacity in the 
State from 13 percent in New York City to 142 percent in some smaller 
districts in rural areas. 

5. The Wisconsin Legislature is now considering measures to permit 
school districts to borrow upon their equalized valuation. 

6. In Maine, Pennsylvania, and Georgia many school districts have 
been enabled to construct buildings through State building author- 
ities; and in Indiana, through the Indiana Holding Company Act. 

7. New Hampshire reports that 50 percent of its school districts 
have completed schools during the last 10 years. 

These illustrations indicate that, in general, the States are using 


different aioe toward the solution of their problems. Just as 


there is difference in the nature and extent of the problems amo 
the States, there is difference in the kind and® amount of action an 
assistance the States are npn But there is action by the Sta 
and, we believe, there will be more actions of this kind as a result o 
the State conferences on education being held this year. 

Recent reports from the States show t differences in the number 
of classrooms being built this year. e number ranges from 45 in 
1 State to 7,000 in another. In general, the States with héaviest 
enrollment increases are building the most classrooms. In the first 
State, the 45 classrooms are less than 27 percent of their 1959 need. 
In the second State, the 7,000 classrooms are 14 percent of their 1959 
need. In another State, present construction reached as high as 60 
percent of its projected needs of 1959 (Nevada). : 

In 19 States, the number of new classrooms constructed this year is 
larger than the number of classrooms needed to house the number of 
pupils reported to be in excess of — capacity of school buildings 
in those States. In five States, the number of classrooms being con- 
structed this year is 10 percent or less of the number needed to house 
the number of pupils reported to be in excess of present school building 
capacity. 

Thess facts point up again that classroom shortages are not uni- 
formly distributed among the States, and that there is great variation 
among the States in the amount of school construction under way to 
meet their needs. 

(Chart, $1 Billion Federal Grant: Its Impact On Each State’s 
Classroom Needs, follows) : 
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$1 billion Federal grant—Its impact on each State’s classroom needs * 
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Dr. Brownetu. The next chart that I would like to present is this 
one, and I will refer you to one of the pages in your document without 
reading it, which is 8c (3), which points out what the different States 
are doing to finance their classroom needs. 

Without going through those States, I think you can see that there 
is a lot of activity that is going on. 

This chart that I want to present is one which indicates something 
of the problem with respect to the Federal Government and the needs 
of the various States. 

What we tried to do with the chart was to show the need, State by 
State, in thousands of classrooms needed between now and 1959. The 
chart shows what a billion dollars would build in the way of class- 
rooms and what would be left then for the States and local com- 
munities to provide. 

The column in each case indicates the number of classrooms needed 
in each State, and the white line indicates that if you were to distribute 
the billion dollars to the States on the basis of the number of — 
in the State, by far the largest portion of the classroom cost would still 


have to be borne by the States and the local communities. Hence, the 
problem is essentially one, as we look at it, not only of size but also of 
the means to attack it if there is to be assistance to the States on their 
particular problems of meeting classroom needs. 

Secretary Hossy. Thank you, sir. 
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Mr. Chairman, from this analysis of the school building program 
in the Nation, we believe that these conclusions stand out : 

1. States and communities are increasing school construction 
throws their own efforts and reducing the shortage of classrooms. 

2. To keep up with mounting enrollment and to eliminate the exist- 
ing shortage, the present high rate of construction must not only be 
maintained but also must be increased. 

3. The greatest shortage of classrooms is in fast-growing areas of the 
Nation. The shortage is not limited to those districts which are lack- 
ing in financial capacity. 

4. Obstacles to the borrowing of funds for school construction— 
such as relatively low bonded debt limits, tax limitations, the small size 
of districts, and low ratios of assessed to true values—prevent many 
districts from building schools. These obstacles are likely to become 
increasingly restrictive, unless modified by action at the State level. 

5. Some States have taken significant steps to meet their school 
building financial problems. They have raised bonded debt limits, 
relaxed tax limitations for school construction, enlarged school dis- 
tricts, increased assessed values, allowed bonding on true values, issued 
State bonds for grants or loans, or established school building authori- 
ties. 

The Federal Government, in administering fairly tax funds col- 
lected from all the States, should encourage initiative of this kind. 
It should not penalize the States which have shown initiative by tax- 
ing them to provide classrooms for States which are equally able 
financially but which have not provided classrooms from their own 
resources. 

6. A program which only provides grant funds to the States, what- 
ever the formula for their distribution, will not in itself result in 
an the increased and sustained school construction which is 
nee ° 

These conditions, we believe, show clearly the desirability of a pro- 
gram which encourages States and school districts to use their own 
resources to build schools, which helps them to remove or avoid 
obstacles to present and continuing financing of school construction, 
and which limits Federal grants to situations where fiscal inability pre- 
vents school construction. 

The r ition of these conditions was basic to the development of 
the bills before you today. These bills would facilitate the usual bond- 
ing method of financing for districts that otherwise could not find a 
market for their bonds or would be deterred from construction because 
of high interest rates. They propose another method of school con- 
struction finance where barriers exist to the bonding method. They 
would provide financial aid where districts are financially unable to 
afford the schools they need. Finally, they would offer assistance to 
States in undertaking to remove obstacles to local financing of school 
construction. They would do these things by operating through the 
existing State education agencies. 

Now, Mr. Chairman, may I call the Chair’s attention to the fact that 
we are halfway through and I wanted to offer you at any time an 
appropriate break. I heard your bell ring. 

ext we would get into the titles of the bills. 

I call this to the attention of the committee to know what the com- 

mittee’s pleasure would be. 
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Chairman Barpen. Mrs. Hobby, first I want to thank you for not 
only a very interesting but a very informative statement on the subject. 

I think, if I may again run the risk of trying to establish some pro- 
cedure here, I believe that in asking any questions that the various 
members might desire to ask, if I would recognize the member and 
during the time that he is asking questions he will have the floor and 
may yield at will or refuse to yield. That is the way it should be 
handled, and we will keep out of trouble. 

Now I do not know what is on the floor, 

Mr. Ruopes. Private Calendar and Consent Calendar, Mr. Chair- 
man. 

Chairman Barpen, I think right at this time some of the members 
would like to ask some questions that may be very cold by tomorrow, 
if it suits you. 

Mr. Kelley ? 

Mr. Ketixry. I have no questions, sir. 

Chairman Barpen. Mr. Powell? 

Mr. Powztn. Yes, I have some, Mr. Chairman. Thank you. 

May I also add to my chairman’s statement concerning your pres- 
entation, that it was very, very informative. 

I would like to ask two questions. 

First, do you think, in view of the coming White House conference 
and in view of the coming Supreme Court hearing on implementation 
of the antisegregation decision, that a bill of this nature should be 
delayed ? 

Secretary Horsy. Mr. Powell, this proposal is a 3-year proposal, 

I will take your questions in A and B. 

As you remember, when we testified on the bill for the White House 
conference last year, we indicated our hope that if the Congress saw 
fit to enact the bill that the White House Conference on Education 
would consider methods of financing along with the many other prob- 
lems affecting education. 

I feel that it would be a mistake, if we could find a way to elimi- 
nate this classroom shortage by 1959 and 1960 to defer it. 

I need not remind the gentlemen on this committee, and the lady, 
of the length of time this shortage has been accumulating. And 1 
know, as I know all of you know, that the question of Federal aid to 
education is a very controversial one and has been before Congress 
many years. 

In weighing all of the considerations, Mr. Powell, we tried to come 
up with a proposal which, in our opinion, would leave States and local 
communities in control of their educational system without impairing 
it in any way, and attempt to house all of our children properly by the 
school year 1959-60. 

Now this is a long answer to your question, but if the White House 
conference were to make a recommendation—and I believe the bill, 
as I recall, provides for a nationa] meeting before December 1, 1955— 
it could conceivably have a report ready very quickly. How long it 
would take the Congress to act on that I don’t know. You might have 
another 2 or 3 years’ delay in attempting to solve this problem. That 
is the reason for making it a 3-year proposal. 

Now as to the Supreme Court’s implementing decisions in integrated 
schools, I do not know, and I assume that the members on this com- 
mittee do know, but I would assume that each State which has a case 
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pending before the Supreme Court would have an implementing de- 
cree or a decision based on that State’s appeal to the Supreme Court. 

So I assume, without being a constitutional lawyer, Mr. Chairman, 
or being eligible to practice before the Supreme Court, that it would 
be a State-by-State implementation. That, I assume, would take 
years. 
~ I hope again that we could house the schoolchildren who need it 
without waiting for the implementing decrees of the Supreme Court, 
Mr. Powell. 

Mr. Powe. Thank you. 

There is one other question, Mr. Chairman. 

In view of the President’s statement in days gone by, and repeated 
more or less by him not only before the press conference when he made 
the statement but in public, that no Federal funds should be used to 
support any form of segregation, it is my purpose to offer an amend- 
ment to whatever bill comes out of this committee, And I have been 
wondering, and in this I am just trying to get advice, whether such 
an amendment should withhold funds from any State that does not 
integrate, or whether there should be an amendment that would with- 
hold funds from any local school district that does not integrate. I 
say that because in some States such as Arkansas, where there is a 
statewide provision against integration, nevertheless one-third of 
Arkansas is integrated now, and they are proceeding to integrate on 
a local school basis. 

I do not think it would be fair to penalize people who are trying to 
integrate within the State because the overall decision is against inte- 

ation, 
fT think that I would be following the mind of the President and 
also the philosophy of the Supreme Court if such an amendment was 
introduced because it would be squandering money if we let this bill 
go through and then within the next 6 months find out that there is 
a Supreme Court decision against segregation, because if we let the 
bill go through without such an amendment we will, in certain States, 
be building a dual school system. We will be taking Federal funds 
and building dual schools in those areas that have not integrated, and 
then comes the Supreme Court decision outlawing it and we will be 
ina place where we have squandered money. ° 

Secretary Horsy. Yes. This is a difficult time of interregnum, I 
would say, Mr. Powell. And, not knowing when the Supreme Court 
is going to act, I think the best thing that I can answer for the De- 
partment is that, of course, the Department will always operate and 
administer the laws passed by this Congress as fairly and objectively 
as it can. 

Now, I do not know the timing, gentlemen, on the Supreme Court, 
and I do not assume that anyone does know it. 

There are features to this bill, Mr. Powell, and to all school con- 
struction bills, if I have analyzed them correctly, which would impede 
their being effective immediately. Nearly all bills, I believe, require 
some action by the State legislatures to become effective. 

I do not mean to use an inelegant expression, Mr. Powell, but your 
guess is as good as mine as to what the timing of the Supreme Court 


would be in reference to the time the different State legislatures 
might act. 
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Mr. Powe. May I say finally that I am sure that Mrs. Hobby 
would administer the law in accordance with the decisions of Con- 
gress and the Supreme Court because I have some faith in Mrs. Hobby 
as Secretary of this Department. 

But, practically, I think we either should delay bringing out any 
bill until after the Supreme Court’s final decision which begins April 
17—the hearings on it—or have an amendment in here following the 
line of the decision of May 17 of last year where there should be no 
funds granted to any school district which is not in the process of 
integration. 

And on that I intend to press the issue. 

Thank you, Mr: Chairman. 

Chairman Barpen. I think it might be appropriate here, so far as 
expressing my views on the matter is concerned, which are the same 
that I expressed a few days ago, to say this, and that is that I have 
set out on this job with what T believe to be 2 main objectives, and the 
2 objectives of the American people: 

(1) More school buildings and schoolrooms for the children that 
need them ; 

(2) With a minimum of Federal control or interference. 

Now if we wish to branch off from that and get into the field of 
labor or social reform, then, just to the degree that we vary, my inter- 
est in the legislation will certainly diminish. 

And I am not concerned with any social reform or labor legislation 
to be tied onto this. 

This is either a matter of sufficient importance to command the at- 
tention of the American people and those in official positions and to 
spend the taxpayers’ money of the Proezican pecs or it is not. 

In my opinion, I think it is a very much needed undertaking around 
which there is considerable fog. 

I am not willing to further befog the matter by collateral issues and 
matters that will endanger the objectives we seek. 

Is there any further question ? 

Mr. Powett. No. 

Mr. Perkins. One observation, Mr. Chairman. And I certainly 
want to ask some questions a little later on when we get to the bill. 

But I am of the opinion that reasoning will ptevell when we 
commence to write this bill, and no side issues anywhere along the 
line will sidetrack us. 

Insofar as I am concerned, the decisions of the Supreme Court need 
no implementing legislation to make them effective. 

But extraneous issues, I am sure, this committee, when we write the 
legislation, will throw aside so that we can bring out a bill that com- 
mands the respect of the American people. 

I agree with Mrs. Hobby that we should not delay action until after 
a White House conference. White House conferences in the past have 
never solved this problem, and we have had several of them. 


This is a problem that is going to be solved only by this committee 
and the Co the quicker the better. 

That is all I have to say at this time, Mr. Chairman. 

Chairman Barpen. Do you have any questions? 

Mr. Cuuporr. No questions, Mr. Chairman. 

Chairman Barpen. Do you have any questions? 

Mr. Lanprum. I have no questions. 
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I have enjoyed your statement, Mrs. Hobby. 

Chairman Barpen. Mrs, Green ? 

Mrs. Green. No questions at this time. 

Chairman Barpen. Mr. Roosevelt ? 

Mr. Roosevetr. No questions. 

Chairman Barpen. Mr. McConnell ? 

Mr. McConnetu. Mrs. Hobby, there seems to be such a unanimity 
of complimentary remarks regarding your presentation that I think I 
need add very little in that respect. 

I said privately after I had studied what you were planning to 
present that it was the most comprehensive study of the whole program 
that I had read so far. 

This has been around us for quite some time, this problem of Federal 
aid to education. We start off on it and we seem to hit an impasse, 
due to very many things. And it is most helpful to see where some 
of our main obstacles are. 

I have not been what you would call a real enthusiastic Federal-aid- 
to-education Congressman. My record shows that. I have been for 
legislation where we have impacted area situations caused by the 
Federal Government. I think there is an obligation there. I have 
been opperen to what might be called general maintenance and opera- 
tion aid, 

I have been led to believe, however, that there is a possibility that 
could be worked out for construction aid which weetd lead to very 
little Federal interference, which is the thing that I do want to see 
kept to a minimum in any Federal-aid-to-education bill. 

“he problem, to me, has been to find the right method of handling it. 

I feel that if construction aid is handled well in the way it is put 
forth the Federal Government will not get control of our educational 
system in America, which I would deplore seeing happen here. There- 
fore, I will work on the premise that we will try to get a bill. 

We have heard two major obstacles, in addition to the obstacles you 
have mentioned, presented here right at the opening. It is good to 
have them right on the table so we know what we face. But I will do 
my best to work out a worthwhile bill. 

I am very pleased that you have seid that there is such a diversity 
of conditions to meet, our problems are so varied, that no one single 
approach will do it. And anybody who comes before us with the 
thought that their bill is the one and only answer will not meet with 
my appa. 

think this has to be approached from many different angles, and 
one of the things I like about the President’s proposals is that they 
offer many different opportunities to correct the situation. 

For anybody to come in here and say it just has to be only a Federal] 
grant, I would say that such an essa would be incorrect. They 
are not aware of the very many problems that are involved when they 
say that. 

can see merit in trying to help districts through various financial 
devices, Being a bond man, I can understand many of the approaches 
in that respect. I can also see the need for certain types of Federal 
grants on a State matching basis to meet a situation that is presented 
in a different ; 

So that I feel that what this committee will undoubtedly do will be 
to write a bill taking into consideration various situations and various 
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viewpoints, and trying to adopt from the presentations made those 
approaches which seem to offer the best hope of correcting a situation 
which we admit exists in this country. 

With that preliminary, I want to ask one or two definite questions. 

We seemed to have some problem here in this so-called ata 
period we went through in the committee about the accuracy of the 
estimates of our classroom needs. 

There seemed to be something made of the point that originally it 
was 407,000 and then it was 312,000, and now it is 176,000. 

I am sure there has been no effort to make those figures follow such 
a pattern. Is that not correct? They have been the facts as you know 
them and as they have been presented to you by the State groups who 
are making the analyses. Is that correct? 

Secretary Hospy. I do not blame the committee for being confused 
about those varying estimates. I myself find them confusing. But I 
would like to submit the way we got the figures from the States, and 
the calculations on which they were made to the committee, and let 
them determine the accuracy of them. 

Mr. McConnett. Now they are based, as I understand it, very much 
on reports from the States ; they are not your own figures. 

Secretary Hospy. Mr. McConnell, the phase IT figures that I re- 
ferred to in the testimony this morning are figures from 34 States and, 
I believe, 3 Territories, 14 States not reporting, 7 of which will not 
because they did not participate either in phase I or phase IT of the 
survey. The others will report; I believe three of them by June. 

But these figures come from the States. And if the committee would 
find it of interest, I would be delighted to make available the ques- 
tionnaires or the general standards that went out to the States on which 
they made these figures available. 

(Other information referred to was made a part of the reference 
material submitted but not printed.) 

Mr. McConnett. There was some question over in the Senate as to 
whether these were the President’s proposals or the proposals of the 
Department. Would you mind clarifying that? 

Secretary Hoxzsy. No, sir. 

These are the administration’s proposals in the field of education. 

And I want the members of this committee to know that every pro- 
posal here had the President’s closest attention, title by title of the 
bill, and a detailed briefing on the studies that we had made. 

And while, of course, sir, we make the studies and took the findings 
to the President, they are the President’s proposals. And if you relate 
our testimony this morning to the message on education you will know 
they are the administration’s proposals. 

Mr. Ruopes. Will the gentleman yield ? 

Mr. McConnetx. Yes. 

Mr. Ruopves. Mr. Chairman, the Secretary mentioned putting the 
questionnaire in the record. I think that would be helpful. And at 
this time I would like to ask unanimous consent that the questionnaire 
be placed in the record after page 6d and the chart following in the 
Secretary’s statement. 

Chairman Barpen. Without objection, that may be done. 

Secretary Honsy. Mr. Chairman, I do point out it is a very long 
one. I don’t want to mislead the committee. 
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Mr, Ruoves. Mr. Chairman, I will withdraw my request at this 
point and ask, instead, that a summary of the questions asked and 
the material covered be placed in the record. 

Secretary Hossy. We will do our best. And this will be available to 
any member of the committee who wishes to use it. 

Chairman Barpen. Thank you very much. 

(The information referred to was filed with the committee, but is 
not printed.) 

Mr. McConnetu. Mrs. Hobby, I think we could make a great deal 
of the fact—and I think it is very crucial and important, and I don’t 
believe the American people are fully aware of it—that school class- 
rooms are being built at an unprecedented rate in the States and 
loca] areas. Is that not correct 

Sicomiy Hossy. Sir, as I recall, Mr. McConnell, the rate in 1953-54, 
the annual rate was 55,000, and this year the annual rate is 60,000. 
That is _— an appreciable increase, I would say, 5,000 in a year. 

Mr. McConney. Is that not about the best rate we have ever 
achieved in this country ? 

Secretary Hoxsy. I believe that is true. I believe the last year was 
the greatest rate of school construction ever in the United States, in 
classrooms and in dollar volume both. 

Mr. McConnett. Based on that effort, you can see a partial correc- 
tion of this classroom shortage in the offing. Your thought is to 
clean up the classroom shortage as rapidily as possible. And, there- 
fore, you are suggesting methods which will stimulate even greater 
action by the State and local communities. 

Is that not the general philosophy of your approach? 

Secretary Hospy. Yes, sir. 

Mr. McConnetz, Now on this matter of need, and effort to meet 
that need by local areas and by States, I think it was mentioned that 
the States have a pretty sole § idea from past experience what that 
type of approach would mean. In other words, the States know just 
what is meant by need, and they also know how to determine what 
effort has been made by the local communities to meet their need. 

Would that be a correct statement? 

Secretary Hoxnsy. Well, sir, if they are not qualified I don’t know 
who would be. We are not. 

Mr. McGonne.u. What basis do they use to determine the amount 
of effort in relation to the need? I think that that is very important. 

The Federal-State grant approach, I believe, is conditioned on the 
a ge of effort being made by the various States to meet their proven 
need. 

Now how is that brought about? And I judge you get your general 
knowledge of how to meet such a problem by the experience of the 
State groups. Is that correct? 

Secretary Hospy. May Dr. Brownell answer your question ¢ 

Dr. Browne. I will try to answer it in this way, if I may. 

In connection with the school facility survey the States were asked 
to indicate what they would be able to finance under their existing law, 
what they could do under their existing laws. And this lead to an 
analysis of what the laws were, the differences in bonding limits and 
tax limits. And some of the States, as indicated in the testimony, some 
have changed their laws and increased their assessed limitations from 
5 percent to 10 percent, or thereabouts. So that the question of varying 
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effort among different States and-varying needs is one that. has. to be 
taken into account to determine what would be a fair indication of 
overall State effort. 

One of. our difficulties has been to try to discover a fair, basis for 
determining financial need. The determination of financial need is 
set up in the law on two bases: first, on whether or not States can 
finance their school bonds meeting debt service to pay off their bonds; 
and second, on whether they can provide the necessary money to: meet 
the payments that would come due under an authority plan. 

Those are the two tests of need that were set. up. Such tests of finan- 
cial need would have universal application. That is one of the things 
that we attempted to provide in the approach to this problem. 

I don’t know whether that answers your question or not. 

Mr. McConnetuz. I can understand and agree with the theory that 
the States with the greatest need. and with the least financial ability 
or capacity to meet those needs should be helped. I can understand 
that. But I think we have got to be very sure of our criteria to deter- 
mine that fact. 

Dr. Brownety. That is right. 

Mr. McConnetx. With the thought of the Federal Government 
participating as little as possible in this, you naturally wish to help 
those States who not only have:a proven need but. who show an effort 
to meet that need. But I think we have got to be very sure of the 
criteria we use there. 

Dr. Brownext. If I may suggest, that is one of the things that we 
will discuss as we get into title III of the bill, as to how we apteomted 
i. develop these criteria of financial need on the part of the. school 

istricts. 


Mr. McConnett. I am left very cold by the argument that we hear 


from certain people in the educational field, and particularly from 
some of the State groups, that “We have certain statutory or consti- 
tutional limitations” as though such things were just sacred and could 
never be changed. If they make no effort to change them I cannot be 
too sympathetic with their pleas for aid. They would rather have 
Pennsylvania or some other State make the effort to meet:its own needs 
and then send to States who make little effort to help themselves. 

I can’t go with that philosophy at all. 

Consider Pennsylvania. We had a constitutional limitation on bor- 
rowing. We set up our State authorities. We got our schools. And 
that is what we are trying to do in the administration bills. 

Are we trying to get the schools or are we just trying to think of 
some little pet theory of ours which will be a good excuse not to try to 
get the classrooms built by State and local financing methods? 

I am for getting them built by a variety of methods, just so you get 
them in existence for the kids. ,; 

I don’t want to prolong this, Mr. Chairman. We could go on for 
a long time. 

It has been a very, very good presentation so far. 

Chairman Barven. Do I understand that it will be convenient for 
you to return tomorrow morning? 

Secretary Honsy. Yes, sir, we are at your disposal. 

Chairman Barpven. And tomorrow morning the questioning, I 
believe—and I do not want to cause you any night of worry—but 
tomorrow morning the questioning will fegin with Mr.Gwinn. © 
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Secretary Hossy. Mr. Chairman, maybe after his birthday he will 
be in a very mellow frame of mind. 

Chairman Barpen. The committee will recess until tomorrow morn- 
ing at 10 o’clock. 

(Whereupon, at 12:30 p. m., the committee was recessed, to be 
reconvened at 10 a. m., Wednesday, March 30, 1955.) 
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WEDNESDAY, MARCH 30, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON Epucation AND Lazor, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m. in room 429, 
House Office Building, Hon. Augustine B. Kelley presiding. 

Present: Representatives Kelley (presiding), Powell, Perkins, 
Wier, Elliott, Landrum, Metcalf, Roosevelt, Zelenko, McDowell, 
Thompson, Udall, McConnell, Gwinn, Smith, Kearns, Bosch, Holt, 
Rhodes, Wainwright, Frelinghuysen, Coon, and Fjare. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, minor- 
ity clerk; Edward A. McCabe, general counsel; and Russell C. 
Derrickson, chief investigator. 

Mr. Ke.izy (presiding). The committee will please be in order. 

I think ae ha when the committee adjourned that we were about 
ready to hear the questioning from you, Mr. Gwinn. Is that correct 

Mr. Gwinn. Yes, Mr. Chairman. 

Mr. Ketitey. You may proceed. You are recognized. 


STATEMENTS OF HON. OVETA CULP HOBBY, SECRETARY OF 
HEALTH, EDUCATION, AND WELFARE, AND DR. SAMUEL M. 
BROWNELL, UNITED STATES COMMISSIONER OF EDUCATION, 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, ACCOM- 
PANIED BY ROSWELL B. PERKINS, ASSISTANT SECRETARY OF 
HEALTH, EDUCATION, AND WELFARE; REGINALD G. CONLEY, 
ASSISTANT GENERAL COUNSEL, DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE; AND RAY L. HAMON, CHIEF, SCHOOL 
HOUSING SECTION, OFFICE OF EDUCATION, DEPARTMENT OF 
HEALTH, EDUCATION, AND WELFARE—Resumed 


Mr. Gwinn. Mr. Chairman, and Mrs. Hobby, yesterday in your 
statement, which I thought in some particulars was especially con- 
structive, you made it clear that the President was fixed in his deter- 
mination that there should be no Federal aid, as far as he was con- 
cerned, unless there was (1) a proved need, and (2) a proved lack of 
ability to meet that need. 

Is that a fair summary ¢ 

Secretary Hospy. Mr. Gwinn, I think you quoted the President’s 
language exactly; as I recall the first state of the Union message, it 
was “proved need and proved lack of local income.” 
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That is where he said there was a Federal interest and the Federal 
Government should see that children in those areas had an opportunity 
for schooling. 

Mr. Gwinn. That would be a fair statement, possibly, of your own 
position that you tried to convey to us yesterday ? 

Secretary Hossy. Yes, sir. 

Mr. Gwinn. Now, as I understand it, this report of the status phase 
of the School Facilities Survey by the United States Department of 
Health, Education, and Welfare is the study that furnished substan- 
tially the facts on which we are proceeding ? 

Secretary Hossy. That is correct. 

Mr. Gwinn. And on which the President presented the needs as he 
understood them in his speech in February ? 

Secretary Hogpsy. Mr. Gwinn, did you say the School Facilities 
Survey phase I or phase II? I believe what you have in your hand 
is phase I. 

r. Gwinn. Phase IL. 

Secretary Hossy. If you will recall, I testified last year that on the 
basis of phase I—and I would ask the Commissioner of Education to 
check my figures very carefully, if he will—that the estimates which 
were based on phase I of the School Facilities Survey were the starting 
point for all the subsequent estimates. 

Then I said that phase II of the School Facilities Survey, in which 
there were reports from 34 States and 3 Territories, accounted for the 
figures which we gave you yesterday. There is a substantial discrep- 
ancy, Mr. Gwinn, between the estimates made last year and those 
made this year on the basis of phase IT. 

Now, there was a question raised yesterday with respect to phase 
I and phase IT. 

I should like to read as a part of the answer, if I may, Mr. Gwinn, 
Public Law 815, section 101: 


In order to assist the States to inventory existing school facilities, to survey 
the need for the construction of additional facilities in relation to the distribu- 
tion of school population, to develop State plans for school-construction programs, 
and to study the adequacy of State and local resources available to meet school 
facilities requirements * * * 


Mr. Gwinn, as Mr. Hamon testified yesterday, phase I and phase 
II were internal divisions for convenience of study and reporting. 
Phase I was the 1951 inventory of existing school facilities sum- 
marized in the yellow report before you. Phase II, from which we 
gave you figures yostesiels is the current survey of the need for con- 


struction. The language I have just read applies overall. 

Mr. Gwinn. This yellow pamphlet, or survey that we have here is 
the basis for the statements about inability of the States or deficits in 
the States with regard to their ability to meet their own needs, is it 
not? 

Secretary Honsy. May Dr. Brownell answer that question ? 

Dr. Browne. In the wien book report, phase I, there is a table 
of statements from each State indicating the inability of the States 
under their existing laws, to provide for the needed school construc- 
tion. But that is not the basis upon which the present program has 
been developed, for two reasons: The first is that that material was 
provided in 1951, and the second is that during the interim period 
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since then some of the States have changed their laws in reference to 
bended indebtedness limits. 

Now we have these estimates from the States on their needs by 
1959-60, based on their district-by-district study and planning up 
to 1959-60. 

So that the statements that are in that report before you as to the 
inability of the States to meet their classroom needs have not been 
used as a basis for this particular program that we have developed. 

Mr. Gwinn. Then can we say that this survey that Congress appro- 
priated $3 million to compile is either so out of date or so limited in 
its criteria for determining the ability of the States that it is no longer 
of any use for our discussions on the subject as far as ability to pay is 
concerned ¢ 

Dr. Brownetu. I think that is correct, Mr. Gwinn. That is the 
phase I survey report. But the material placed before you this morn- 
ing—on the State-by-State ogg a part of that total study. Itis 
a later report on that total study. 

Mr. Gwinn. It seemed to me in reading this report to be a shocking 
presentation—and this is no reflection on your administration, it has 
to do with the period before—that every State in the Union is pre- 
sented as unable to take care of itself in some way or another. 

Alabama is almost dropped out of the Union because of its inca- 
pacity. 

N on: that presentation on ability to pay was confined entirely to 
borrowing power, was it not ? 

Dr. Brownetu. Yes. That is all it attempts to set forth, it reports 
what the States indicated they would be unable to meet in the way of 


their school Sait eee under their existing regulations. 


In other words, it was a report of status, if you please. One of the 
items which I think is important to note in connection with the mate- 
rials submitted as of 1955, is the fact that a good many States have 
modified their regulations in order to meet the needs of today, because 
their 1951 regulations were inadequate. 

Mr. Gwinn. That is the encouraging feature of this present study, 
is it not, that the States have done so much better for themselves than 
this survey contemplated, and it makes this survey already out of date. 

Secretary Hossy. Mr. Gwinn, may I comment on that to say thav 
whatever part of the $3 million was used, the most wisely spent money 
ever, because whenever a State studies its own school facilities and its 
needs, as evidenced by the yellow book you have in front of you, or 
phase I, and then compares the findings with phase II, it demonstrates 
what States will do wien they have surveyed their own needs. And 
I think that is one of the most gratifying facts about phase II. I for 
one would not feel that the money was wasted at all. I feel that it 
was a very prudent investment, because I believe the States are begin- 
ning to face their responsibilities. 

. Gwinn. I would agree with you if we correct our figures down- 
ward again to the point where we could all celebrate by saying these 
States are responsible and functioning entities still in the Union. 

Now, this first survey looked to one reading it casually as a picture 


of helplessness, and that nobody could save the States except Uncle 
Sam. 
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Can we say that. we abandon the column marked “Deficits” on page 
138 as of virtually no use for our present discussion? Can we say 
that? That is page 138. 

Dr. Browne.u. I think those figures are out of date, Mr. Gwinn, 
and are not usable. For the purpose of our program we did not use 
them, because they are out of. date. 

Mr. Gwinn. And in the same way we can abandon on the same 
page 138 the picture of the needs in the first column ? 

r. Browne. Well, again, that is a report on what. the States 
reported as of 1951, to be their current capital outlay needs, and their 
applicable resources under their laws, and what that meant in the way 
of deficits, That was 1951 data. As of today it is of historical value 
because it is a record of what they reported ; however, with the chang- 
ing conditions, it obviously does not apply to 1955. 

Mr. Gwinn. Do you not think, Doctor, that rather unfortunately, 
the President of the United States, relying on some such figures as this, 
made a statement to the country and to the world, that our deficits 
and our needs were 340,000 schoolrooms? 

Dr. Brownewx. If I am correct, I think the figures used showed a 
need in the neighborhood of 300,000 classrooms. 

Mr. Lanprum. Will the gentleman yield a moment? 

Mr. Gwinn. I yield. 

Mr. Lanprvum. Is there any evidence here that the needs have dimin- 
ished from the report which you have? 

Mr. Gwinn. The needs here run up into fantastic figures. 3 
has been mentioned by the President and used quite generally. Now 
it has been reduced to 167,000 yesterday. 

Mr. Lanprum. I am speaking of classroom needs, 

Secretary Hossy. Mr. Chairman? 

Mr. Gwinn. I am talking about need for schoolrooms, now. 

Mr. Lanprum. That was the point on which I was speaking. When 

ou say 167,000, you mean that is the projected shortage for 1950, 
o you not? 

Secretary Hogppy. 176,000. 

Mr. Gwinn. 176,000 up to 1959. 

Secretary Hopsy. That figure, as Dr. Brownell points out, assumes 
that we maintain the current rate of school construction this year of 
60,000 classrooms. That is the basis on which the projection was made. 

Mr. Lanorum. Thank you. 

Dr. Browneww. I would like to comment, if I may, Mr. Chairman, 
in answer to Mr. Gwinn’s question, that the deficit of around 300,000 
classrooms is probably fairly close to the actual deficit at the present 
time. 

I can’t give you a figure which shows the exact number today, be- 
cause it has not been reported ; however, the estimated requirements of 
the States as indicated for 1959 is that they will need 476,000 more 
classrooms than we have today. As indicated yesterday, if we main- 
tain the current rate of construction of 60,000 classrooms a year for 
5 years, 300,000 classrooms would be supplied, leaving a deficit of 
176,000; that is, unless we increase the rate of construction above the 
present rate. . arty 

Mr. Gwinn. Doctor, you do not think we ought to make legislation 
here on the theory that the States will not increase their rate of con- 
struction, do you? 
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Dr. Brownexi. We have not so inferred in our proposal, Mr. Gwinn. 
The proposed legislation is to assist the States to increase their rate 
of construction. 

Mr. Gwinn. If they do it by themselves, and if they say that they 
wre-able and want to do it by themselves, then the Federal Govern- 
ment has no problem; is that not right ? 

Dr. Browneit. When you say that the Federal Government has no 

roblem—— 
' Mr. Gwinn. If the States are doing what we think they should do 
in regard to their schools. 

Dr. Browneuu. I would like to rephrase it this way, if I may, to 
say that I think the Federal Government should always operate on the 
basis of encouraging the States to use their resources wisely, but the 
Federal Government must always be concerned with the situation. I 
hesitate to say that the Federal Government has no problem, because 
I think the Federal Government—that is, you and myself, wherever 
we may live—must be concerned about the education of children in this 
country, and to that extent there is always a Federal problem, if I may 
have the privilege to interpret what you mean by a problem. 

Mr. Gwinn. That means, then, that you think the Federal Govern- 
ment.ought to exercise some kind of jurisdiction or some kind of in- 
fluence or some kind of control over what the States are doing? 

Dr. Browne. I don’t think that follows. I think the purpose of 
this committee is always to be informed of the facts of the situation in 
regard to education in this country, in order to decide whether or not 
there is any necessity for Federal action one way or another to main- 
tain the best possible educational situation. 

Mr. Gwinn. Doctor, that is not what the language creating your 
department says. 

Dr. Brownetu. I was speaking of this committee, not the Office of 
Education. 

Mr. Gwinn. It says that you are to be a factfinding organization, 
and to distribute those facts to the States so that they can be concerned 
and have the benefit of the accumulated information that the Federal 
Government has collected, 

Mr. Keuiey. Will the gentleman yield? ‘Would you yield to the 
gentleman from New York? 

Mr. Warnwricur. Right in line with the previous question, do you 
believe the Federal Government has a responsibility as far as educa- 
tion is concerned? You said, and I agree with you, and I am sure 
everybody does, that it ought to be interested in education. But do you 
believe that it has a “responsibility ?” 

Dr. Browne... I think that it has a responsibility to the extent of 
being concerned and informed about what the situation is. I call 
that a res onsibility. Maybe that is a case where different people 
interpret the term “responsibility” differently. But I think it is a 
responsibility of this committee. I think it is so set up to be informed 
about what the situation is in the United States in reference to educa- 
tion and labor. 

Now, to that. extent, I would assume that the Office of Education 
would be expected to provide this committee with information which 
would help it to do its job. I think that was what I attempted to say. 

Mr. Watnwricut. Then does the responsibility lie—because this is 
the heart, this is the philosophy of the program which we are talking 
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about here, the President’s program—does the responsibility lie in the 
Federal Government itself doing something because it has a respon- 
sibility under the Constitution or under some Supreme Court defini- 
tion, or should the Federal Government act as a catalyst, in regard 
to the States, where some of us feel the real responsibility lies? 

Dr. Browne. I have always assumed that the responsibility lies 
in the States to provide the necessary educational control and opera- 
tion of the schools, and I think that I would accept your statement 
which refers to the Federal Government’s role as that of a catalyst. I 
think that is a very good term. That is what I was trying to establish, 
and J think your terminology is much better. 

Mr. WAINWRIGHT. ieee ; 

Mr. Roosrvett. Mr. Chairman ? 

a FretIncHuysen. Would the gentleman yield for a brief ques- 
tion 

Mr. Ketter. Would you yield, Mr. Gwinn ¢ 

Mr. Gwinn. I think I am going to yield for questions, although I 
think we may be able to get certain facts here that will be helpful 
if we pursue this a little further. 

T yield to the gentleman from California. 

Mr. Roosevett. Mr. Chairman and Mr, Gwinn, I would like to get 
something clear in my mind, because of Dr. Brownell’s answer to the 
last question. 

Is it your opinion that the administration program is wholly aimed 
at merely having the States solve this problem, without any help 
through any machinery from the Federal Government? Because, as 
I interpret the President’s suggestions, he is asking for the creating of 
machinery through which the Federal Government can be of assistance 
to the States in enabling them to carry out their responsibilities. And 
if I am wrong, then I would like to be set straight right now. 

Secretary Horsy. Well, the President’s proposals do, Mr. Roose- 
velt. There are four titles in the bills before you, as you know. Title 
I applies to bond purchases, with a view to sharing with the States or 
the public in the purchase of school bonds. 

Title II would set up permissive machinery for States to set up State 
school building or financing agencies. Under this title the Federal 
Government would contribute to the initial reserves which would im- 
prove the salability and acceptability of the agency bonds. 

Mr, Roosevett. But it is a contribution by the Federal Government. 

Secretary Hossy. So it is a contribution. And certainly, by no 
circumstances could we say that the whole thing is not designed to help 
build classrooms, and particularly to be of assistance to communities 
ioe) there are a Banal needs and proved lack of local income through 
title ITT. 

Mr. Roosrvett. Mrs. Hobby, that is exactly what I want to get to. 

For instance, taking California as an example, I think your charts 
very clearly show that, No. 1, in California there is the greatest exist- 
ing need due to the increase of population, but at the same time they 
also showed that the State was doing a relatively creditable job in 
trying to meet it from tax resources that were available. Therefore 
situations have been created where there is additional assistance 
needed, which the locality cannot take care of itself. 
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Therefore, as I understand title ITI, it is suggested that the Federal 
Government create machinery and provide funds so that the locality 
can actually build schools where the locality cannot do it on its own. 

Secretary Honsy. Title [1I—and I hesitate to get into it now, be- 
cause it is so—— 

Mr. Roosrveit. I wanted to make sure we understand the philoso- 
phy behind it. 

Secretary Hossy. I believe I have stated the philosophy. The 
philosophy of the President’s four proposals is to try to eliminate 
the classroom shortage in the United States by the school year 1959-60, 
and see that all of our children are properly housed. 

I believe you will be aware that we have tried to think of a situation 
which will fit every school district in the United States. I believe that 
will be apparent, Mr. Roosevelt, as the testimony develops. 

Mr. Warnwricut. Mr. Roosevelt, will you yield at that point? 

Mr. Roosrveir. I don’t think I can yield. 

Mr. Ketiey. Mr. Gwinn has the floor. 

Mr. Warnwricut. I thought he gave it up for questioning. 

Mr. Gwinn. Do you want me to yield ? 

Mr. Watnwricut. Would you, sir? 

Mr, Gwinn. Yes. 

Mr. Warnwertcut. Specifically, the point you mentioned does not 
tackle the philosophical question I was trying to determine, and that is 
this: Supposing the State of California did not do, as you maintain, 
a creditable job in taking care of the school shortages. Suppose 
California had this terrible need and did nothing about it. Would 
the Federal Government then have a responsibility, either a legal re- 
sponsibility under the general welfare clause, or a moral responsibility 
to come in and take charge? That is the question I was raising. And 
I think Dr. Brownell’s answer was that the responsibility lay in the 
States to do the job and the Federal Government was merely to serve 
as a catalyst in this regard. Do you agree? 

Mr. Roosevett. In that particular instance. 

Mr. Gwinn. Mrs, Hobby, yesterday, Dr. Brownell pointed to the 
Tonawanda case, where they Lon done a heroic job in my State, as- 
sessing themselves on 100 pat valuation and have put their rate 
of assessment up to, I think it was a dollar or a dollar and a quarter. 
At any rate, they doubled their rate of assessment per hundred. 

Now, since they have done a job, and the private schools have 
chipped in, and the parochial schools,.and st double taxation, in 
effect, to do a job for Tonawanda, do you think the Federal Govern- 
ment should come along and reassess Tonawanda to build school build- 
ings for the adjoining school district that has been dragging its feet, 
and had their ear to the ground e ing Federal aid of some sort? 

Secretary Hossy. Mr. Gwinn, I think your question answers itself. 
I do not believe in rewarding inaction. I am not sure about the assess- 
ment rate in the county you have referred to, but I do recall that it 
chan its borrowing power from $14 million to $37 million, which 
enabled it to finance its schools. 

I do apelin? in to this committee because you could not see 
the names o the States on the little charts yesterday; however, I 
think it was apparent that effort varied in the different States as to 
bonded debt and restrictive tax limits. 
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That is one of the reasons which makes this situation such a com- 
plex one, because I think none of us would say that we wanted to 
reassess a people who have shown initiative in trying to provide school- 
houses for their children—in effect reassess those who have worked and 
spent generously to provide schoolhouses for another district or an- 
other State which pect 3 not made a similar effort. 

That, Mr. Gwinn, is one of the reasons why there are four proposals 
in this bill. We are trying to find a way, to take into account the tax- 
ing effort of school districts and States which have taxed themselves 
heavily so as not to overburden them in order to help others who have 
not made efforts to build schools. 

As you consider these charts, and the figures on which they are 
based, you will become aware that this taxing effort difference exists 
in varying degrees right across the Nation. 

School districts and States have made extraordinary efforts to meet 
their needs while others with similar per capita income have not made 
the same effort. 

Mr. Gwryn. Do you think that a Department of Education situa- 
ted in Washington far away from the 63,000 school districts, with a 
situation as complicated as you say it is, can come to an exact solution 
of the problem in the particular district that, according to your stand- 
ards, has made the supreme effort, so to speak ? 

Secretary Hossy. Sir, I do not think that an Office of Education in 
Washington can come to an exact solution for 63,000 school districts. 

Mr. Gwinn. It is difficult, isn’t it? 

Secretary Hopsy. Yes, sir. I do not think that you can come to an 
exact solution. 

Mr. Gwinn. When you take any action whatsoever in Washington, 


you have to act on the basis of statistics which some group brings 
together, do _ not ? 


Secretary Hossy. That is true, Mr. Gwinn. But I must say again, 
and I am sure that you are aware of it as the committee is aware of 
it, that the figures in these surveys were made available to the Office 
of Education through the State offices of education. The superintend- 
ents of public instruction in the different States and the territories 
provided these figures to the Office of Education, both for phase I 
and phase IT. 

Mr. Gwinn. That is the only source of information the Office of 
Education has as far as this report is concerned, is what they got from 
the professional offices of education throughout the Nation ? 

Secretary Hossy. That would be our normal channel. 

Going back to the point you made a while ago that the historic fune- 
tion of the Office of Education is the collection and dissemination of 
information on educational problems in this Nation, that is what was 
done here. 

Mr. Gwrwn. Mrs. Hobby, I believe the chairman wanted to take a 
recess. 

Mr. McConnetx. Mr. Chairman, may I say this: My understanding 
is that you have with you, Mrs. Hobby, a gentleman from New York, 
a lawyer, who will testify here as to the constitutionality of State 
authorities under your title II of the proposals of the President. I 
understand he has to leave and go back to New York, and I am won- 
dering if we cannot suspend here at this time and hear his testimony 
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and then resume in our normal way and put his testimony in the proper 
place in the hearings, following your presentation of titles I and II. 
In that way we can finish with-him and he can leave and we can resume 
as though there were no interruption, if that is what you wish, or if 
that is agreeable. 

Mr. FrevincHuysen. Will the gentleman yield ? 

Do we have-any foundation of title II before we hear the expert. 
witness, as to the constitutionality of it? Just to hear his conclusions, 
and then—— 

Mr. McConneu. They can present it as they see fit, as long as they 
get him back to New York. I understand he cannot come back 
tomorrow. 

Mr. Ketiey. If the Secretary so wishes it. 

Secretary Hosspy. I very much appreciate your thoughtfulness, but 
Mr. Judd has said that he would not wish to interrupt the proceedings, 
and he would come back tomorrow. 

And I think in light of the groundwork that has to be laid, and in 
order that you can really ask good questions of him, that it is impor- 
tant to do that. 

But Lam very appreciative. 

Mr. Ketxey. Mr. Gwinn, are you finished for a moment? 

Mr. Gwinn. I have a number of questions. 

Mr. Ketxry. I wish to say this to the committee: You will all have 
an opportunity to ask questions again. I will continue to my left here 
today with those who had no opportunity yesterday, and then the 
Secretary will finish her statement. 

When she has done that, then we will proceed with questions. So 
if you can just reserve your questioning as much as possible, it will 
expedite the hearings, I am sure. 

Mr. Smith ? 

Mr. Gwinn. I have some more questions. 

Mr. Ketter. I thought you were through. 

Mr. McConnet. He was giving up temporarily to help out. 

- ainda I am distressed, Mr. Chairman, if you think I am 
through. 

Mr Keitizy. The Chair just wanted to say that you will have an- 
other opportunity besides today. 

Mr. ‘aameeven Mr. Chairman, you must permit him time to allay 
the suspicion that was planted in the gracious lady’s mind yesterday 
by the chairman about what. Mr. Gwinn would do to her today. 

Mr. Gwinn. That was very unfortunate. 

Mrs. Hobby, we are all very sensitive here in Washington, and I 
believe they are in the States, about Federal control or influence on 
our education down in the grassroots. Do you agree to that ? 

Secretary Hospy. Yes, sir. I think it is one of the most sensitive 
areas I know anything about. 

Mr. Gwinn. By the fact that Washington or this committee pre- 
tends—and has been pretending for years—that it has some money 
down here that it might distribute to some of the school districts, do 
you think that that has any influence.on-what the school districts are 
doing right now to face their own bond issues and their own burdens 
of correcting the situations that you have.described ? 
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Secretary Hossy. Mr. Gwinn, I am committed to being able to docu- 
ment any statement I-ever made. Hence I shall qualify what I am 
about to say, because I cannot substantially document my statement. 

This, I think is true, and I think all the gentlemen here know, that 
many school districts, thinking they may get Federal aid this year 
or next year might delay the construction of schoolhouses or the offer- 
ing of bond issues. And it is most amusing to us in this congressional 
year to tally the questions we have been asked by officials of school 
districts about whether or not they should offer their bonds now or 
should wait to see if they can get Federal aid. 

I think that is unquestionably true. All of us who have lived in 
the States and have participated in other Federal grant programs 
know that it does work that: way. 

Mr. Horr. Will the gentleman yield for a clarifying question? 

Mr. Gwinn. I yield provided—— 

Mr. Horr. I think you will like my question: 

Mr. Gwinn. Provided the chairman does not chalk up too many 
of these questions against my time. 

Mr. Fretincuuysen. Mr. Chairman, is there a time limit? 

Mr. Ketiey. The Chair wishes to remind the members again that 
they will all have an opportunity to ask questions. 

Mr. Ho tz. It is on this point, and I hate to go back. 

Mr. Gwinn. I yield most gladly. 

Mr. Hour. I think I will be within the rules. 

Mr. Ketiry. You are. 

Mr. Hott. Mrs. Hobby, have not some of the State legislatures actu- 
ally taken official action on delaying some of the State programs be- 
cause of anticipated Federal aid? 

Secretary Hozssy. Dr. Brownell ? 

Mr. Ho xr. I know they have been a source of inquiry, not only the 
school districts, but I know the State legislatures have also requested 
information on what will happen and maybe cut down some of 
their—— . 

Secretary Hossy. There have been a good many inquiries. But 

oing back to my original statement, I couldn’t document that. Dr. 
Brownell might. 

Dr. Browne tu. I can’t document it. 

Secretary Hoxnsy. I don’t know that any State legislature has held 
up action. 

Mr. Frevincuuysen. A parliamenta inquiry, Mr. Chairman. 

Mr. Gwinn. I yield to the gentleman * Rls ew Jersey. 

Mr. Frettncuvuysen. Is there a time limit imposed by the chairman 
on any member of this committee? 

Mr. Ketiry. Pardon me? 

Mr. Fretincuuysen. Mr. Gwinn mentioned something about a time 
limit and having questions that are asked in his time taken out of his 
time. There is such such thing as a time limit, I assume? 

Mr. Kettry. No. 

Mr. Gwinn. Mrs. Hobby, you know how difficult it is for many 
districts to get their bond issues through and get the or consent 
to assume the burdens of proper education ; do you not 


Secretary Hospy. Yes, sir. 





FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 35] 


Mr, Gwinn. And you know the tendency of the politicians who 
have to carry that burden, to shift it if they can. Wouldn’t you say 
that was human ? 

Secretary Hossy. I think you are asking me to make a very exact 
statement about a very general situation. 

Mr. Gwinn. Let’s make this general, then. Assuming that the Fed- 
eral Government eee a billion dollars—I am not talking 
about your plan, but I am talking about a billion dollars to be set out 
to build schools, or $2 billion; and it is very difficult for some of those 
districts in Oklahoma where they have 50 high-school pupils per dis- 
trict, let us say—— 

Mr. Perxrns. I didn’t think hypothetical questions would be per- 


mitted, Mr. Chairman. 
Mee Swed: Does the gentleman yield ? 


Mr. Gwinn. I say we are cy rare, meee 

Mr. Perrys. I did not think hypothetical questions were per- 
mitted. 

Mr. Fretincuuysen. I don’t think we have any such ground rules, 
do we, Mr. Chairman ? 

Mr. Ketiey. Go ahead, Mr. Gwinn. 

Mr. Gwinn. And assuming that that district should be consolidated 
for better operation and that the pressure is rather great economically 
for it to come into a scheme of consolidation, would it not be inclined 
to stay in its old form, if Federal aid supported that school district 
and built its schoolhouses for it ? 

Secretary Hoxnsy. I would certainly say it is a possibility, Mr. 
Gwinn. 

Mr. Gwinn. One of those superintendents of schools, in criticizin 
the present situation of unwillingness to readjust their own schoo 
districts to meet their needs said that they were teaching a little his- 
tory and a little arithmetic or mathematics, and a lot of basketball— 
a heck of a lot of basketball. ' 

The Federal support or lack of support, then, in that district, would 
have an influence on the education in that district as to whether it did 
or did not support or give aid to the building of school districts in 
the district described ; would it not ? 

Secretary Hospy. Sir, I would like to refer that question to Dr. 
Brownell, who has been a schoolteacher and a schoo] administrator all 
his life. I think he is much better qualified than I to answer that 
question. j 

Dr. Brownet. I think the answer is that it would depend entirely 
on how the Federal funds were administered. The question, in other 
words, is whether the plan would encourage or discourage the continu- 
ation of that sort of a program in a district. If the funds were chan- 
neled through the State department of education, that would make 
some difference. 

_ If you recall, in connection with the administration’s proposal, there 
is @ requirement that in eshating any funds under section 3 the grant 
would be made by the States, the State must certify that the grant 
to any school district was in accordance with State plans for the re- 
organization of school districts. 

at is in accord with what I think is part of the thought in your 
question; namely, that any Federal funds which might be distributed 
should not take away from the State and the local community the re- 
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sponsibility for the determination of what the school district. program 
should include, or the instructional program which would be offered. 

Mr. Gwinn. Doctor, that is the very point of our argument. You 
don’t dodge the problem by shifting it to the capital of the State. 
Many of these schoo] districts resent the capital of the State bein 
the influence that it is. So if you function through the State with 
your aid, and they are still in the situations we are describing, do you 
not think there will be a tendency to avoid responsibility and shift that 
responsibility and initiative to the Federal Government if it. stands 
there ready and willing, with a billion dollars to do it ? 

Dr. Brownetu. Again I think I would have to come back to my same 
answer and say that I think the question of whether it would be in- 
fluential or not would depend upon the procedures which were used. 
I think that so long as the Federal Government operates within-the 
statutes of the State, which have been established by the people in 
their legislatures, that you have reduced that possibility to the tan 
possible degree. 

Mr. Gwinn. Well, I don’t know what we mean by Federal aid with- 
out influence or control. It would seem to me that. whenever the Fed- 
eral Government takes part in local education, whether it be financial 
or otherwise, that it has an influence, and to some extent it. controls 
what goes on. 

Someone from Indiana sent me the March 13, 1955, front sheet of 
the Indianapolis Times. 

Both Mrs. Hobby and the doctor are portrayed there on the front 
page and there is a violent controversy that ensued as to whether or 
not you characterized the education of Indiana correctly. 

Let. me read this: 

Dr. Brownell and Mrs. Hobby told Washington newsmen that a new 27-State 
survey shows one-third of the classroom problem is found in only 2 States, 
Alabama, which has 330,000 children in overcrowded schoolrooms, and Indiana, 
which has 365,000. 

And then the school superintendent of Indianapolis and other parts 
of the State come out and say that that is completely misleading, and 
we get into a further characterization of the Government’s interest. 

Is not that an inference that is almost inevitable if the Federal 
Government gets into this business and begins to characterize what the 
States are not doing or what the States are doing? 

Dr. Brownent. Mr. Chairman, may I indicate what I think is the 
basis of that story? 

In the fall of 1954 the Office of Education secured from the public 
school systems.on a brief questionnaire the information in regard to 
the number of pupils enrolled in the elementary and secondary schools, 
the number of fulltime and part-time teachers employed, the number 
of fulltime teachers teaching under substandard credentials, and the 
number of pupils in excess of the normal capacity of the accessible 
publicly oun school plants in use. 

The purpose of this was to be able to provide facts in reference to 
enrollment, teachers, teachers teaching under substandard certificates, 
and the overcrowded situation which existed. 

On the basis of the returns from that questionnaire, Indiana re- 
ported that they had 365,000 pupils in excess of the normal capacity 
of the —— publicly Seat school plants in use, and Alabama 
reported 330,287. 
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That story was written simply on the basis of the fact that those 
facts were released as part of our regular report on enrollment, teach- 
ing, and school capacity. That is all that that was, it was a report of 
what the superintendents in the various States reported as the pupils 
in excess of normal capacity. 

As far as Indiana is concerned, that came from the Indiana superin- 
tendent, and it is a part of what the State commissioners of education 
agreed they thought should be reported regularly by the Office of 
Education. 

Mr. Gwuyn. Mrs. Hobby, you would agree that if an overwhelming 
majority of the States made it known as Indiana did in this contro- 
versy, through their regular school officials, or the State legislatures, 
or the chambers of commerce, that they wanted to take care of their 
own facilities and that the Federal Government should stay out, would 
you agree with that? 

” Secretary Horny. Yes. 

Mr. Gwinn, And let them exercise their own responsibility ? 

Secretary Hopsy. Mr. Gwinn, there comes a question of deep philos- 
ophy here. May I begin by saying that I believe the responsibility for 
education is primarily a local and State responsibility? Where a com- 
munity cannot educate children there is no denying that there is a 
national responsibility or a Federal responsibility for education, if we 
are to perpetuate a self-governing people. 

I think that is particularly true when one of the weapons of the 
wore today is the weapon of education used in the battle for men’s 
minds. 

I believe an educated citizenry is the best defense against the kind 
of weapons which are being used in this country and in the free world. 
So I say that any country which wishes to remain free must have an 
educated citizenry. 

I think there must always be a definition of a community respon- 
sibility. Communities can vary in size and in responsibility. But I 
for one believe that. the United States must have an educated citizenry 
to remain a part of the free world and to defend itself against all of 
the kinds of isms that batter at our shores today. We must have an 
educated citizenry. 

Mr. Gwinn. And would you add to that that the way to get it is 
to have a citizenry that is sensitive and alive to its own responsibilities, 
to take care of their own children, and if they insist upon exercising 
that, you would not for a moment advocate that the Federal Govern- 
ment should step in and exercise that responsibility ? 

Secretary Hossy. Mr. Gwinn, I am a parent, a citizen, and I hope 
a responsible citizen, and I think parents have a responsibility to their 
children. I think that communities in which we live have a commu- 
Na ga for the young, and the States have a State respon- 
sibility. 

No parent, no citizen, wants the Federal Government interfering 
with the parental responsibility or the right of the local community 
to control the education of its citizens. I don’t believe there is any 
argument on that score. 

Mr. Gwinn. Or to take away the responsibility, if the people want 
to exercise their own responsibility, isn’t that so? 

59521—55—pt. 2——-6 
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Secretary Hossy. I would be the last person to take away any 
responsibility from a person, because I believe the exercise of respon- 
sib;lity is what keeps us free and strong. 

Mr. Gwryn. I am glad to hear you say that. I have evidence here 
from a number of States, which I am not going to read. One is Mary- 
land. Another is New York. And I take it the 14 States that refused 
to join in this survey gave you evidence by the fact that they did not 
aa to participate; that they wanted to exercise their own respon- 
sibility. 

Secretary Horsy. I do not believe that would apply to all of the 
States, Mr. Gwinn. Your own State, New York, had just finished a 
comprehensive survey when this act was passed, and in my judgment 
it would have been a waste of time and money for New York to have 
participated. I have forgotten the other reasons. 

Mr. Gwinn. You would not continue this argument that New York, 
even if it has crowded areas around the city, or California, or Pennsyl- 
vania, or any of these States we have been talking about, should be 
relieved of the responsibility to educate their own children? 

Secretary Horsy. Certainly not, Mr. Gwinn. Certainly not. 

Mr. Gwinn. In that connection we get ourselves down to mighty few 
States where this question is then vital at all. 

I want to read something from one State that I have heard weeping 
over for 25 years, and that is the State of Mississippi. 

And with this I will conclude, Mr. Chairman, for the time being, 
unless something else comes up. 

Now, the Mississippi Economic Council, which is a statewide volun- 
tary organization representating every county in the State, has sent 
some short resolutions to the committee, and the State legislature has 
enacted substantially the same resolutions, which contain only a few 
paragraphs. 

I would like to read some of this for the record, Mr. Chairman, and 
ask Mrs. Hobby if she agrees that the Federal Government should not 
attempt to take Mississippi’s responsibility, or should, according to her 
judgment in the matter. 


The Mississippi Economic Council has approximately 2,400 individual and cor- 
porate members with some in every county of the State * * * All committeemen, 
directors, and officers, serve without pay. 

The attached policy is not a hasty decision, neither is it an easy one for the 
taxpayers of a have-not State to make. 

The council’s first investigation of this subject was begun in 1949. It became 
evident immediately that a lot of research was necessary before making a final 
decision. No accurate information was available as to the present status of our 
school system, nor could anybody say what an adequate system would cost. 
Subsequent studies by us and by a statewide citizen's council on education, and 
later by a legislative study committee, revealed the pitiful status of Mississippi's 
school system in relation to other States. The whole problem is accentuated by 
the race problem. 


They have not avoided any of the difficulties in the question. 
And this is their final statement in the letter dated March 18, 1955: 


The council believes that Mississippi is able and should finance its own school 
program. This is based upon the belief that any trend toward federalization of 
public school programs is striking dangerously close to the roots of our consti- 
tutional form of government. There is no such thing as Federal funds without 
Federal control, and there should not be. 

I believe you can appreciate the courage behind a position opposed to Federal 
aid when I tell you the State legislature is now in practically a hopeless deadlock, 
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and very likely to adopt punitive forms of taxation in order to raise 5 million 
more for financing our school system. 


That shows you the problem. Hesays: 

Compare this with any proposal before Congress which might allocate to 
Mississippi this small sum. 

* * * this is an attempt to express what is officially on the minutes of this 
organization, arrived at by many men in many meetings, and not under the 


pressure of political expediency, but acting solely in what they believed to be 
the best interests of our people. 


And then the resolution: 


The citizens of Mississippi are fully able to finance their own school system 
with State and local taxes. Therefore, efforts to secure Federal funds for 
either buildings or new and expanded operating programs are unnecessary. 

We believe sincere adherence to the above course of action and philosophy by 
a State low in the scale of economic ability, and one which on a short-range 
view stands to gain most in immediate material benefits from a federally aided 
school system, will inspire other States to take similar action. It will also 
strengthen our people’s faith in a concept of Government upon which this Na- 
tion was founded and which must be continued if we are to survive as a free 
people. 

Now, Mrs. Hobby, if this committee believes that that is the atti- 
tude of our States, including one of the least able to meet it, do you 
think it should go on and impose Federal responsibility and take away 
from the local people the responsibility that they want to exercise, even 
in the least able States ? 

Secretary Hossy. Mr. Gwinn, I think any member of this commit- 
tee is far more cognizant of the problems that come to a Federal 
legislator than I, because you gentlemen must legislate for 48 States 
with very differing problems. 

And may I say, sir, in a partial response to the resolution by the 
Council of Economic Advisers; was it? 

Mr. Gwinn. The Mississippi Economic Council. 

Secretary Hoxssy. The proposals which I came here to testify on 
are permissive. They are not binding upon any State. 

Under title I, any State can elect, or any school district can elect 
to participate. 

The State legislature would have to act under title IT as well as 
under title III, which is the grant-in-aid title, providing assistance to 
districts with proved need and proved lack of local income. 

In my opinion—for whatever it is worth—Mr. Gwinn, I do not 
think this committee or this Congress would have contravened the 
rights of the State of Mississippi by such a proposal, because the 
State, the school district, elects. 

Mr. Gwinn. This is the last question, Mr. Chairman: 

Would you not say that the best thing for the Federal Government 
to do and the most statesmanlike thing for your Department to do 
while you are the head of it, would be to end once and for all this 
question of whether or not the Federal Government is going to step 
in and assume this responsibility, by ending this question? _ 

Secretary Hospy. I believe, Mr. Chairman, that in the development 
of the testimony on titles I, Il, and IIT, the philosophy of the Office 
of Education and the Department will become very clear as to the 
responsibility for education. 

I may say, Mr. Gwinn, you have been on this committee a long time. 
T did a little research on the history of Federal aid to education, and 
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I believe the issue has been coming before the Congress since 1912 or 
1917. And we are aware that this is a‘deep issue in the United States. 

The States and the local communities are proving by their aware- 
ness of the school construction problem and by the annual rate of con- 
struction this year that they are aware of the problem. If we could 
once catch up with the deficit which began, if you will remember, in 
1930 when we were in the depression and then in the war years*wiien 
we could not use materials for the construction of classrooms—and if 
you will let me use the colloquialism, Mr. Gwinn—if we could start 
even, it would help considerably. 

There are school districts in this country—Mr. Roosevelt stated that 
California includes some—where they have made a tremendous effort 
to meet their classroom shortage, and yet you have, if I recall the 
figures correctly, about 62 percent of your school districts are at their 
bonding limit. 

Now there are many such situations in the United States, as this 
testimony will indicate, where the mobility of population and shifts of 
population have taken place in what we call the fringe areas around 
the central cities. These are not areas that always lack economic 
resources to build their schools, but at this time they are faced with 
needs for streets, for sewers, for schools, for adequate policing, and 
all these needs are more than their bonded indebtedness would take 
at this time. 

So my answer—I know it is a long one, Mr. Gwinn, is that I would 
like to see the schoolchildren of the country start even for once and 
be rid of a deficit. And I feel the need for a plan for school financing, 
perhaps arrived at by the White House conference and reported to this 
committee, so we can keep even, and we will not for 25 years be plagued 
with the problem that we have been plagued with in the United States. 

Mr. Keiiey. Mr. Smith? 

Mr. Smrrn. Do I understand that statement to mean that you are 
going to take my taxpayers’ dollars from Kansas and build school- 
houses in Los Angeles ? 

Secretary Hospy. I don’t believe, Mr. Smith, that these four pro- 
posals will do that. 

Mr. Smirx. When they issue bonds, the interest on which has to be 
paid by the taxpayers, they are not going to be doing that? 

Mr. R. B. Perxrys. Under the proposals, Mr. Smith, there is a 
screening process in this bill to locate those districts with proved need 
and proved lack of local income. 

Generally speaking, I think you would find that the proposal would 
not remove tax dollars in the sense in which you are thinking. Prob- 
ably the areas around Los Angeles would be determined, under the 
bill, to have the financial resources to pay for their own schools given 
the proper approaches and the proper methods. : 

Mr. Smiru. But the Federal Government is going to underwrite 
these bonds, are they not ? 

Mr. R. B. Perkins. There are two proposals which involve bonds. 
One is in title I, which involves purchases of bonds by the Federal 
Government, and the other is in title II, which involves a partial 
underwriting of bonds by the Federal Government. 

Mr. Smrrx. Who is going to pay for the interest on those bonds? 

Mr. R. B. Perxrys. The interest would be paid by the local 
districts. 
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Mr. SmrrH. Suppose they don’t? 

Mr. R. B. Perkins. Under title 1, if there were a default on the 
bonds and there were no means of refinancing, such a default might 
involve an ultimate loss to the Federal Government. On the other 
hand, experience in.the depression years did demonstrate that when a 
district defaulted on its school bonds, the default was generally tem- 
porary and refinancing could be worked out so that in the long run the 
school district did pay off the interest on its bonds. 

Mr. Smrru. Well, of course, there is a lot of thinking in this coun- 
try to the effect that bonds are not debts. 

Mr. R. B. Perkins. I have always assumed that bonds were debts 
to somebody. 

Mr. Smrru. That is my basic thinking. 

Now, Mrs. Hobby, you stated a while ago your deep philosophy 
and that you had reached a lot of conclusions about education. 

If my memory still serves me, sitting at the knee of my great grand- 
father, he told me about the struggle he had in Huntington County, 
Pa., to try to establish the common school. And he said that after 
they got through with the Revolutionary War and all its trials and 
tribulations of people being against one another over that, it caused 
a great reaction and great trouble among the people as to whether or 
not a man without children but with property could be assessed to pay 
for somebody who did have children. 

Of course, we know how that was decided. 

I am wondering now if we are not substituting the Federal Govern- 
ment for that same theory, that the man without children cannot be 
assessed taxes to pay for it. 

In other words, I know that things are progressive, and I am won- 
dering if we are not about to reach that point in this country where we 
are going to say—to use Mississippi as an example, or Los Angeles— 
that the people of my State are going to be assessed to pay for school 
facilities in other States. I think we are probably rapidly approach- 
ing that situation. 

Secretary Hossy. Mr. Smith, I hope not. 

I think you stated in another way what I tried to say yesterday 
when I referred to the complicated nature this problem was and when 
I said that one of the basic concepts here was not to reward the inac- 
tion or the lack of initiative in a State that had not tried to solve its 
own problems, but to try to develop machinery that would screen 
those communities where there are insufficient fiscal resources to edu- 
cate the children in that community. 

Mr. Smiru. Who is to determine that? People looking for votes? 

Secretary Hossy. Well, sir, these proposals were not developed on 
a political basis. 

Mr. Smiru. Of course, we know that it is nonpolitical, but still it 
is always going to be an issue, or has been an issue. 

Secretary Hospy. I suppose you never separate politics in its finest 
and broadest sense, Mr. Smith, from anything we do in the United 
States, and I think you cannot separate politics from the soul of gov- 
erning people. The two go together. 

Many of these questions which you pose, I believe, are perhaps 
answered better and more intelligently covered in the development of 
titles I, II, 111, and IV. There is no political control, Mr. Smith, 
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in the Office of Education or in the State departments of education— 
any more than the State constitutions and the State laws permit. 
r. Smrru. I have no further questions. 

Mr. Ketiry. Mr. Kearns? 

Mr. Kearns. Mr. Chairman, first I want to compliment the Secre- 
tary for her excellent presentation here, as well as Dr. Brownell and 
her entire staff. 

I think you are objectively very sound and have a good, forthright 
policy, and the country should feel very fortunate that you are holding 
this extremely important Cabinet position. 

Also I want to say as you go along in your position and also the 
Commissioner, you will find that the opponents of any type of school 
assistance or aid become the most ultrastatistically minded men in 
Congress because they are definitely opposed to any type of assistance. 

In my opinion, school construction at this time is the foremost im- 

rtant domestic problem we have. There isn’t anything else more 
important. And it seems that when we tie up boys and girls and 
dollars we get into trouble. 

Yet, I remember over on the floor of the House when we passed the 
$5 billion foreign-aid bill we wouldn’t get enough men to stand up to 
demand a rolleall. But when you get down to giving a few thousands 
dollars to construct a classroom in this country then you get everybody 
tied up and twisted up in statisties and formulas and all of that. 

It is about time we would begin to get some action instead of havin 
so many hearings and getting tied up with so much data that we will 
never be able to struggle out of it or have any bill. 

Now, as you know, of course, we have other bills before the Congress 
besides the President’s bill. 

Secretary Hoppy. Yes, sir. 
~ Mr. Kearns. And they are to be considered as well as the President’s 

ill. 

I understand you and the Commissioner will be here so that we can 
take up the bill in detail and go over it. 

Secretary Hospy. Yes, sir. 

Mr. Kearns. Because I know personally that I could not support it 
in its present form. 

But I would like to say to you and to the Commissioner that I think 
you have made a fine approach, and I think that most of the members 
of the committee, as I have watched them in action here, are sympa- 
thetic to some type of a program where we can put the boys and girls 
in classrooms. 

It is my hope that when you are through and all of the other wit- 
nesses we atom are finished, that we will write legislation that will 
be conducive to better classroom conditions for the boys and girls in 
America. 

That is all I have to say. 

Mr. Ketter. Mr. Holt? ; 

Mr. Hour. Mrs. Hobby, I have been irregular in my attendance due 
to other problems I have been working on, and I just want to say that 
I will have some questions a little later on, arene But I like the new 
approach of the President’s recommendations and the presentation 
that I have heard you make, having read it completely. 

It offers a great deal of food for thought. 
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One thing that I am particularly concerned about is you have taken 
into consideration in these recommendations and in your presentation 
that there are States that have tried to do what they can and taxpay- 
ers who are paying their share, and particularly a large metropolitan 
area like I represent in Congress, where we do have school problems. 
Yet we receive no Federal assistance under Public Law 815 or 874, 
and we receive very little under a lot of the programs introduced. 

I very much want to see that if my taxpayers have to have some of 
their money used to build schools in the other school districts in other 
States that those people are paying a proper share of the taxes and are 
doing their pues as well. That is a basic philosophy that I surely 


uphold, and I am glad that is woven through much of the testimony 
that you have given. 


That is all I have, Mr. Chairman. 

Mr. Ketiey. Mr. Rhodes? 

Mr. Ruopes. I have no questions, Mr. Chairman. 

I would just like to state that I have thoroughly enjoyed the testi- 
mony given thus far. I think that you, Madam _ Sm fom and your 
staff have done this committee an invaluable service by laying out the 
problem so well thus far. 

I think half of understanding and solving the problem is having it 
laid on the line, and you have certainly done a fine job of that. I will 
be looking forward to the rest of your statement with a great deal of 
interest. 

Secretary Hossy. Thank you. 

Mr. Ketiey. Mr. Wainwright ? 

Mr. Warnwricut. Just two points, Mrs. Hobby. 

There are four of us on this committee from New York, and from 
the New York metropolitan area. There is one member who is not 
here from the city itself. 

One of the great political debates in New York at the present time, 
unfortunately, is revolving itself around school aid, whether it goes 
to the city or whether it goes to the rural areas. But at no time has 
there been any great cry for Federal aid, direct Federal aid. 

As early as fhe first of this month the New York Times commented 
on this. The title of the editorial is “Overcrowded City Schools.” It 
says that the failure to anticipate quickly enough where new plants 
will be needed, and, in part, the depopulation of certain areas and 
population of certain new areas is where the fault lies. The New 
York Times places the blame squarely on the State. And further on 
in the editorial it places the blame on the city, and says that the city 
has not lacked nor will it lack the borrowing power to build as needed. 

As for our State, which has certainly 10 percent of the population, 
there has been no great cry for an all-out Federal contribution. And, 
regardless of party, Republican or Democrat, in administration, we 
have tended to take care of our own home and our own shop. 

I have no further comment. 

Mr. Kettry. Mr. Frelinghuysen ? 

Mr. Frevincnvysen. Mr. irman, I imagine the best way to win 
friends on this committee is not to ask any questions or make comments 
at this time, but I should like to tell Mrs. Hobby there is no one who 
welcomes her presence here more than I. 
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As you may be aware, Mrs. Hobby, the members of Congress who 
introduced proposals were scheduled to present them to this committee 
at the outset of the session. There had been some discussion of several 
proposals which I put in, and some criticism of the Frelinghuysen bill, 
which embodies the President’s proposals. So I, for-one,as aysponsor 
of the President’s program, am delighted to see you and Dr. Brownell 
present your case so well. 

I do think that thorough discussion, especially on the philo- 
sophical background of this whole question, does need to be had. I 
think we need to understand just what our objectives are and approach 
this problem of the means for providing Federal assistance with great 
care. And yet, at the same time, I do think we have got to discipline 
ourselves to a degree so as to get the basic proposals before us. 

For that reason I do hope that we are going to be able to proceed 
immediately and discuss specifically the various titles on which de- 
pends the philosophical approach which you have already given us. 

Until we get into the expert testimony and until we get into your 
explanation and your answers to the questions we have, we are not 
going to understand in what ways this is a flexible, comprehensive, 
reasonable program. And I, for one, am all in favor of getting on with 
the show. I have no more to say at this time, Mr. Chairman. 

Mr. Ketixry. Mr. Coon? 

Mr. Coon. I just wish to compliment Mrs. Hobby and her associates 
on the very fine presentation of this controversial problem. I am 
particularly pleased with your statement of the philosophy this morn- 
ing of trying to retain for the local schools as much authority as we 
can possibly retain. I know that all of my people in all of the mail 
I have warn me not to go for any Federal-aid-to-education bill 
that has involved directives from the Federal Government as to how 
they are going to operate. 

I believe as my constituents do, that if we do have a Federal-aid-to- 
education bill that it must be as free as possible from any directives 
from the Federal Government. 

Mr. Ketiey. Mr. Fjare? 

Mr. Fsarz. No questions at the moment, Mr. Chairman. 

Mr. Ketiry. Do you wish to proceed now, Madam Secretary ? 

It is within 15 minutes of 12, and we leave at 12 o’clock. Do you 
wish to continue ¢ i 

Secretary Honsy. Yes, sir; whatever the committee desires. 

When we left the prepared statement yesterday, Mr. Chairman, we 
were on page 10 beginning with title I of the bill. 

(H. R. 3824, introduced by the Honorable Samuel K. McConnell, Jr., 
follows. H. R. 3812, introduced by the Honorable Stuyvesant Wain- 
wright, and H. R. 3770, introduced by the Honorable Peter Freling- 
huysen, Jr., are not printed inasmuch as they are identical with H. R. 
3824.) 

{H. R. 3824, 84th Cong., 1st sess.] 


A BILL To authorize Federal assistance to States and communities to enable them to 
increase public elementary and secondary school construction 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “School 
Construction Assistance Act of 1955”. 
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FINDINGS AND DECLARATION OF PURPOSE 


Sec. 2. (a) The Congress hereby finds and declares that— 


(1) free public education is of fundamental importance to the self-govern- 
ing citizens of a free democracy ; 

(2) in the United States of America, public education has been from the 
earliest times the right and the responsibility of the States and communities ; 

(3) the growth of our population and the enforced curtailment of con- 
struction during the years of war and defense mobilization and other factors 
have combined to cause a serious shortage of public elementary and second- 
ary school facilities ; 

(4) despitethe efforts of local communities, which have increased current 
school construction to an unprecedented level, there is still a serious national 
shortage of public school facilities ; 

(5) the local communities are often, in their efforts to expand school 
construction to the extent required, confronted with obstacles in applying 
their potential resources to their needs, including an inability to borrow the 
necessary funds at reasonable rates, restrictive debt and tax limits, uneco- 
nomical school districting and similar matters ; and 

(6) while overcoming these obstacles is primarily the responsibility of 
the States and communities, the Federal Government, recognizing the Na- 
tion’s interest in our public school system, can and should take all appro- 
priate steps, consonant with State and local responsibility, to help the 
States and communities meet their emergency school construction needs. 


(b) It is, therefore, the purpose of this Act to provide asistance of a substan- 
tial and effective nature to States and communities which are handicapped by 
the shortage of public school facilities, through— 


(1) purchase by the Federal Government of obligations issued by local 
educational agencies to finance school construction where such obligations 
cannot otherwise be marketed at reasonable rates of interest : 

(2) support by the Federal Government, with the participation of the 
States, of the obligations issued by State school building agencies established 
to finance the construction of school facilities for rental to and eventual 
ownership by local educational agencies; 

(3) Federal grants to the States to assist them in helping local educa- 
tional agencies, economically unable to qualify for the assistance described 
above, to obtain urgently needed school facilities ; and 

(4) Federal grants to the States to assist them in meeting the adminis- 
trative costs of developing and initiating programs designed to overcome 
obstacles to local financing of school construction. 


TITLE I—FEDERAL PURCHASE OF OBLIGATIONS OF SCHOOL 
DISTRICT WITH MARGINAL CREDIT 


PURPOSE 


Sec. 101. For the purpose of assisting local communities to construct public 
elementary or secondary school facilities, the Commissioner of Education (here- 
inafter in this Act referred to as the “Commissioner” ) may purchase obligations 
of local educational agencies, as hereinafter provided, to aid in financing the 
construetion. of such facilities by such agencies. 


AMOUNT OF OBLIGATIONS PURCHASED 


Seo. 102. The total of the obligations of a local educational agency purchased 
under this title with respect to any school facilities may not exceed the Federal 
percentage, determined under the succeeding sentence, of the cost of construct- 
ing such facilities. The Federal percentage for any local educational agency 
in a State shall be 100 per centum minus that percentage which bears the same 
ratio to 40 per centum as the per capita income of the State bears to the per 
capita income of the continental United States (excluding Alaska), except that 
(1) the Federal percentage shall in no case be more than 80 per centum or less 
than 50 per centum, and (2) the Federal percentage in Hawaii and Alaska shall 
be 60 per centum, and in Puerto Rico, Guam, and the Virgin Islands shall be 8U 
per centum. Such Federal percentages shall be promulgated by the Commis- 
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sioner as soon as possible after the date of enactment of this Act on the basi. 
of the average of the per capita incomes of the States and of the continental 
United States for the three most recent years for which satisfactory data are 
available from the Department of Commerce, and the percentages so promul- 
gated shall be conclusive for purposes of this title. 


TERMS OF OBLIGATIONS; LIMITATIONS 


Sec. 103. (a) (1) Obligations purchased under this title may be either gen- 
eral or special obligations of a local educational agency, shall be purchased at 
par or face value, shall be in such form and be secured in such manner and be 
repaid within such period, not exceeding thirty years, as may be determined 
by the Commissioner, and shall bear interest at a rate equal to the quarterly 
rate which the Secretary of the Treasury shall specify as applicable to the ealen- 
dar quarter during which obligations are purchased by the Commissioner, plus 
one-half of 1 per centum. 

(2) The quarterly rate applicable to each calendar quarter shall be deter- 
mined by the Secretary of the Treasury by estimating the average yield to ma- 
turity, on the basis of daily closing market bid quotations of prices during the 
month preceding such calendar quarter, on all outstanding marketable obliga- 
tions of the United States having a maturity date of fifteen or more years from 
the first day of such month, and by adjusting such estimated average yield to 
the nearest one-eighth of 1 per centum. 

(b) Not more than 15 per centum of the sums appropriated under this title 
for any fiscal year shall be available for purchase of obligations of local edu- 
cational agencies in any State. 

(c) No obligations may be purchased under this title after June 30, 1958. 


CONDITIONS TO PURCHASE OF OBLIGATIONS 


Sec. 104. Obligations of a local educational agency may be purchased under 
this title only upon application by the State educational agency to the Com- 
missioner certifying that— 

(a) such local educational agency is, as evidenced by a public offering of 
such obligations, unable to obtain the funds necessary to finance the cost 
of construction of the school facilities involved from other sources upon 
reasonable terms and at the interest rate applicable to obligations purchased 
under this title ; 

(b) there is an opinion by a qualified attorney that such obligations have 
been legally issued and are binding on such local educational agency ; 

(c) the school facilities to be constructed with the proceeds from the 
sale of the obligations are needed for current or reasonably anticipated en- 
rollments, are consistent with any applicable State redistricting plans or 


policies, and will be undertaken in compliance with applicable State con- 
struction laws and standards; 


and including such additional information as may be necessary to make a show- 
ing, satisfactory to the Commissioner that such local educational agency is 
financially able to pay such obligations as they become due. 


APPROPRIATIONS 


Sec. 105. (a) There are hereby authorized to be appropriated for the fiscal 
year beginning July 1, 1955, and the next two fiscal years, such sums, not to ex- 
ceed an aggregate of $750,000,000, as may be necessary for the purchase of obli- 
gations as authorized by this title. Payments of principal and interest by local 
educational agencies on obligations purchased by the Commissioner under this 
title shall be deposited in the Treasury of the United States as miscellaneous 
receipts. 

ADMINISTRATIVE PROVISIONS 


Sec. 106. In the performance of, and with respect to, the functions, powers, 
and duties vested in him by this title, the Commissioner, notwithstanding the 
provisions of any other law, may— 

(a) sell or exchange at public or private sale, upon such terms and at 
such prices as he may fix, any obligations purchased by him under this title; 
(b) subject to the specific limitations ‘in this title and where necessary 
to protect the financial interest of the United States, consent to the modifi- 
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cation, with respect to the time payment of any installment of principal or 
interest, security, or any other terms of any obligation, contract, or agree- 
ment to which he is a party or which has been transferred to him pursuant 
to this title; and 

(c) inelude in any contract or instrument made pursuant to this title such 
other covenants, conditions, or provisions as he may deem necessary to 
assure payment of obligations purchased under this title. 


ACCOUNTING AND AUDITS 


Sec. 107. The Commissioner shall, with respect to the financial operations 
arising by reason of this title— 

(a) prepare annually and submit a business-type budget as provided for 
wholly owned Government corporations by the Government Corporation 
Control Act; 

(b) maintain an integral set of accounts, which shall be audited annually 
by the General Accounting Office in accordance with principles and pro- 
cedures applicable to commercial corporate transactions, as provided by seec- 
tion 105 of the Government Corporation Control Act; and 

(c) determine the character and necessity of expenditures under this 
title and the manner in which such expenditures are incurred, allowed, and 
paid, subject to the provisions of law specifically applicable to wholly owned 
Government corporations, 


TITLE II—FEDERAL CREDIT ASSISTANCE TO STATE SCHOOL 
BUILDING AGENCIES 


PURPOSE 


Seo. 201. For the purpose of assisting States to do so to issue and market 
obligations to finance the construction of public elementary and secondary school 
facilities for rental to, and ultimate ownership by, local educational agencies, 
the Commissioner is authorized, as provided in this title, to enter into agreements, 
on behalf of the United States, with State school building agencies for making 
advances to reserve funds established by such agencies to help assure payment 
of such obligations. 


AGREEMENTS WITH STATE SCHOOL BUILDING AGENCIES 


Sec. 202. The Commissioner shall enter into an agreement with the State 
school building agency of any State only if— 

(a) such agency is empowered to enter into an agreement with the Com- 
missioner under this title and otherwise comply with the provisions of this 
title ; 

(b) the Governor of such State certifies to the Commissioner that methods 
for securing effective coordination between such agency and the State educa- 
tional agency have been provided ; and 

(c) the State law empowering such agency to take the action referred to 
in clause (a) authorizes payment by the State, subject to and within the 
limits of appropriations made available for the purpose, of advances for de- 
posit in the State account of the basic reserve fund (or funds) of such agency 
equal to the amount withdrawn pursuant to the agreement from such account 
in any year (other than the year in which occurs the latest maturity date 
of the obligations). 


ESTABLISHMENT OF RESERVE FUNDS 


Seo. 203. (a) An agreement pursuant to this title shall provide that the State 
school building agency shall establish and thereafter maintain a basic reserve 
fund and a supplemental reserve fund with respect to each issue of obligations, 
which funds, so long as any such obligations remain outstanding, shall be held 
in trust for and irrevocably pledged to the payment and retirement of such 
obligations. 

(b) Where so provided in the agreement at the request of the State school 
building agency, such basic reserve fund, or such fund and such supplemental 
reserve fund, may be established with respect to two or more issues of obliga- 
tions; and in such case such issues shall, to the extent provided in the agreement, 
be regarded asa single issue of obligations. 
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STATE ADVANCES TO BASIC RESERVE FUND 


Sec. 204. Such agreement shall provide for establishment of the basic reserve 
fund with respect to an issue of obligations on or before the date of delivery of 
any such obligations to the purchasers thereof, and for deposit by the State 
therein, upon establishment of such fund, of an amount equal to one-half of the 
maximum annual debt service on such obligations. The amounts so advanced, 
plus any amounts subsequently advanced by the State thereto, together with any 
interest thereon or increments thereof accrued, shall me known as the “State 
account”. 

FEDERAL ADVANCES TO BASIC RESERVE FUND 


Sec. 205. (a) In the case of any State school building agency which has entered 
into an agreement as provided in this title with respect to an issue of obligations, 
the Commissioner shall advance to such State school building agency for deposit 
in the basic reserve fund for such issue an amount equal to one-half of the maxi- 
mum annual debt service of such obligations. Such advance shall be made on 
or before the date of delivery of any such obligations to the purchasers thereof. 
The advance so made, plus subsequent advances by the Commissioner, together 
with interest thereon or increments thereof accrued, shall be known as the “Fed- 
eral account”. 

(b) If any funds are withdrawn in any year (other than the year in which 
occurs the latest maturity date of the obligations) from the Federal account in 
a basic reserve fund pursuant to an agreement under this title, the Commissioner 
shall make an addditional advance to such account in an amount equal to that 
withdrawn. 

(c) The faith of the United States is solemnly pledged to the payment of all 
advances contracted to be made to the Federal account in a basic reserve fund 
pursuant to this title. 

(d) Advances by the Commissioner to the Federal account in a basic reserve 
fund, together with any other sums in such account, shall be invested, as pro- 
vided in the agreement— 

(1) in interest-bearing securities of the United States or securities guar- 
anteed as to both principal and interest by the United States; or 

(2) in bonds or other obligations which are lawful investments for 
fiduciary, trust, and public funds of the United States. 


PAYMENT TO SUPPLEMENTAL RESERVE FUND 


Sec. 206. An agreement pursuant to this title shall provide for payment into 
the supplemental reserve fund established with respect to an issue of obligations 
of all sums collected for such purpose pursuant to section 209 (d) (2). 


USE OF SUPPLEMENTAL AND BASIC RESERVE FUNDS 


Sec, 207. The agreement pursuant to this title shall provide that if the rentals 
and other funds available therefor for any year are, after payment of the other 
expenses specified in section 209 (d) (other than clause (1) thereof) with re- 
spect to which such rentals were collected, insufficient to meet the annual debt 
service for such year on any issue of obligations— 

(a) the State school building agency shall use the sums, if any, in the 
supplemental reserve fund established for such issue for meeting such debt 
service ; 

(b) if such sums are insufficient for this purpose, such agency shall use 
the sums available in the basic reserve fund established for such issue; 

(c) withdrawals from the basic reserve fund for this purpose shall be 
equally divided between the State account and the Federal account in the 
fund, to the extent the balance in the State account is adequate for this pur- 
pose ; and 

(d) if such balance is not adequate, the amount of any remaining defi- 
ciency shall be withdrawn from the Federal account to the extent of any 
balance therein, except that the total of the withdrawals from such account 
with respect to such debt service may not exceed one-half of such debt service. 


REPAYMENTS OF ADVANCE 


Sec. 208. An agreement under this title with respect to any issue of obligations 
shall provide that whenever the aggregate of the sums in the basic and supple- 
mental reserve funds, including interest or other increments from the invest- 
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ment thereof, exceeds two times the maximum annual debt service on such issue 
for any of the ensuing years, the State school-building agency shall pay to the 
Commissioner, first (and until all advances made by the Commissioner, subse- 
quent to the original advance made by him, together with interest or other in- 
crement received from the investment of such advances, have been repaid), an 
amount which bears the same ratio to the amount of such excess as the sum of 
such subsequent advances bears to the sum of such advances plus the sum of 
any payments made by the State to the State account in the basic reserve fund 
in addition to the original amount of such State account; and second (and until 
all advances made by the Commissioner, together with interest or other incre- 
ment received from the investment of such. advances, have been repaid), an 
amount which bears the same ratio to the amount of such excess as the sum of 
all advances made by the Commissioner bears to such sum plus the sum of all 
payments made to the State account. Amounts paid to the Commissioner under 
this section shall be used te redeem any outstanding obligations of the Commis- 
sioner issued: pursuant to section 212 and any excess shall be deposited in the 
Treasury of the United States as miscellaneous receipts. 


ADDITIONAL CONDITIONS OF AGREEMENT 


Sec. 209. In addition to the foregoing provisions and such other covenants, 
conditions, or provisions as the Commissioner may deem necessary to provide 
reasonable assurance that advances by the Commissioner under this title will 
be repaid as provided in section 208, each agreement entered into by the Com- 
missioner with respect to anyone or more issues of obligations of a State school- 
building agency shall provide— 


(a) that (1) all such obligations shall mature in not more than thirty-two 
years from the earliest date of any of such obligations and the first payment 
of principal shall become due not later than the end of the third year follow- 
ing such earliest date, and (2) the proceeds of the sale of such obligations 
shall be used to finance the cost (including interest prior to, during, and for 
such period not exceeding one year after completion of construction as may 
be*provided in the agreement, and other necessary carrying charges) of con- 
struction of school facilities, for rental by local educational agencies request- 
ing such facilities ; 

(b) that such school facilities shall be limited to those certified by the 
State educational agency to be needed for current or reasonably anticipated 
enrollments and to be consistent with any applicable State redistricting plans 
or policies, and that construction thereof will be in accordance with appli- 
cable State construction laws and standards ; 

(c) that such school facilities, upon completion of construction, shall 
(1) be leased to the local educational agency for the school district in which 
the school facilities are located, (2) if the State so desires, be conveyed 
to such loeal educational agency. upon the making of adequate prevision for 
repayment of advanees made by the Commissioner with respect to the issue 
of obligations and for retirement of such issue or an agreed upon portion 
thereof, as provided in the agreement ; and 

(d) that the rentals for such facilities shall be fixed, charged, and col- 
lected in amounts which will in the aggregate, together with other sums 
available for the purpose, provide sufficient funds to pay, to the extent pay- 

' ment is not otherwise provided for, (1) the annual debt service on the issue 
of obligations, and (2) in each year until the latest maturity date of such 
issue of obligations, for deposit in the supplemental reserve fund, an amount 
equal to one-fourth of one per centum of the original principal amount of 
such issue of obligations, and (3) the cost of the maintenance, repair, replace- 
ment, and insurance of such facilities, and administrative and other expenses 
of the State school building agency in connection with such facilities or the 
financing thereof. 

AUTHORIZATION OF APPROPRIATIONS 


Sec. 210. There are hereby authorized to be appropriated for the fiscal year 
beginning July 1, 1955, and the next two fiscal years, such sums as may be 
necessary to provide the initial Federal advances authorized by this title to be 
made to basic reserve funds. 
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LIMIT ON AMOUNT OF OBLIGATIONS 


Sec. 211. The issues of obligations with respect to which Federal advances may 
be made pursuant to this title shall be limited to obligations issued in the period 
beginning July i, 1955, and ending June 30, 1958, in an aggregate principal amount 
not to exceed $6,000,000,000. 

“0 OBLIGATIONS ISSUED BY SECRETARY 

Sec. 212. (a) To obtain funds for additional advances under section 205. (b), 
the Commissioner shall issue notes, debentures, or other obligations for purchase 
by the Secretary of the Treasury. The total amount of such obligations issued 
in any year may not exceed the aggregate amount needed for such additional 
advances for such year. 

(b) Obligations issued by the Commissioner under this section shall be in 
such forms and denominations, have such maturities, and be subject. to. such 
terms and conditions as may be prescribed by the Commissioner, with the ap- 
proval of the Secretary of the Treasury. Such obligations shail bear interest 
at a rate determined by the Secretary of the Treasury, taking into considera- 
tion the current average rate on outstanding marketable obligations of the United 
States as of the last day of the month preceding the issuance of such obligations. 
The Secretary of the Treasury is authorized and directed to purchase any obli- 
gations of the Commissioner issued under this section and for such purpose 
is authorized to use as a public debt transaction the proceeds from the saie of 
any securities issued under the Second Liberty Bond Act, as amended, and the 
purposes for which securities may be issued under such Act, as amended, are 
extended to include any purchases of the Commissioner's obligations hereunder. 
There are hereby authorized to be appropriated such sums as may be necessary, 
together wih repayments made by State school building agencies bereunder, 
for payments on obligations issued by the Commissioner under this section. 


ADMINISTRATIVE PROVISIONS 


Sec. 213. (a) In the performance of, and with respect to, the functions, powers, 
and duties vested in the Commissioner by this title, the Commissioner, in addition 
to other powers conferred by this Act, shall have power to agree to modifications 
of agreements made under this title ‘and to pay, compromise, waive, or release 
any right, title, claim, lien, or demand, however arising or acquired under this 
title; except that nothing in this subsection shall be construed to affect the power 
of the Attorney General in the conduct of litigation arising under this Act. ' 

(b) Financial transactions of the Commissioner in making advances pursuant 
to this title, and vouchers approved by the Commissioner in connection with such 
financial transactions, shall be final and conclusive upon all officers of the Gov- 
ernment. 


SUITS AGAINST THE UNITED STATES 


Sec. 214. Any State school building agency with which the Commissioner hax 
made an agreement under this title, or any holder of obligations with respect to 
which a reserve fund has been established under this title, may bring suit against 
the United States to enforce any duty of the Commissioner under this title or 
‘any undertaking of the Commissioner under an agreement under this title. In 
any action arising under this title to which the United States is a party, the dis- 
trict courts of the United States shall have jurisdiction, without regard: to the 
amounts involved. Such action shall be brought in the district court of the United 
States for the judicial district in which the plaintiff, or any of the plaintiffs if 
there are more than one, resides, or has his principal place of business or, if he 
does not have his principal place of business within any such judicial district, 
in the District Court of the United States for the District of Columbia. 


PURCHASE OF OBLIGATIONS BY NATIONAL BANKS 


Seo. 215. The last sentence of paragraph seventh of section 5136 of the Revised 
Statutes, as amended (12 U. S. C. 24), is amended by inserting “or State school 
building ageney (but only in the case of obligations, of such an agency, with 
respect to which advances have been made pursuant to title II of the School Con- 
struction Act of 1955)” after “International Bank for Reconstruction and Devel- 
opment” and by striking out (in the proviso) “either of said banks” and insert- 
ing in lieu thereof “any of said banks or State school building agencies,” 
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TAX EXEMPT STATUS OF OBLIGATIONS 


Seo. 216. Obligations of any State school building agency, including interest 
thereon, with respect to which advances are made pursuant to this title, and 
income of such agency in connection with the school facilities financed by such 
obligations, shall be exempt from all taxes (other than estate, inheritance, and 
gift taxes) now or hereafter imposed by the United States. 


TITLE IlI—FEDERAL GRANT ASSISTANCE TO STATES FOR SCHOOL 
DISTRICTS ECONOMICALLY UNABLE TO FINANCE OR LEASE URG- 
GENTLY NEEDED SCHOOL FACILITIES 


PURPOSE AND APPROPRIATION 


Sec. 301. For the purpose of enabling local educational agencies to finance or 
lease urgently needed school facilities in cases where such agencies, because of 
lack of economic capacity, are unable— 


(a) to sell their obligations to the Commissioner under title I, in the 
amounts needed to construct the facilities, or 

(b) to rent such facilities from a State school-building agency at rentals 
which the Commissioner determines to be comparable to those charged by 


State school building agencies pursuant to agreements with the Commis- 
sioner under title II, 


there are hereby authorized to be appropriated for the fiscal year beginning 
July 1, 1955, and the next two fiscal years, such sums, not to exceed an aggregate 
of $200,000,000, as the Congress may determine. Sums appropriated under this 
section for any year shall remain available for obligation until June 30, 1958. 


ALLOTMENTS 


Sec. 302..(a) (1) From the sums appropriated pursuant to section 301 for 
a fiscal year, the Commissioner shall allot initially to each State an amount 
which bears the same ratio to such sums as the school-age population of such 
State bears to the school-age population of all the States. 

(2) At such time or times after December 31 of each fiscal year as the Com- 
missioner determines, after receiving advice from the States with respect 
thereto, that the amounts (if any) to be paid to any State from its initial allot- 
ment for such year under this subsection will total less than such allotment, he 
shall reallot the portion of such initial allotment which he determines will not 
be so paid to such State.. Such reallotments shall be made by the Commissioner 
to the States with respect to which he has not made the determination referred 
to in the preceding sentence for such year, on the same basis as the initial allot- 
ments for such year under paragraph (1). 

(b) The sums allotted to a State for a fiscal year under subsection (a) shall 
be available (as provided hereinafter in this title) for paying the Federal share 
of payments by State educational agencies to assist in financing the gost of 
construction of school facilities for local educational agencies in the State. 


STATE PLANS 


Seo. 303. The Commissioner shall approve a State plan for purposes of this 
title if such plan— 


(a) provides that the State educational agency shall be the sole agency 
for administration of the plan; 

(b) sets forth standards and procedures, conforming to regulations of 
the Commissioner (prescribed after consultation with a conference of rep- 
resentatives of State educational agencies), for determining eligibility of 
local educational agencies for payments under the plan and the amounts 
thereof, and the need for the facilities to be constructed, which standards 
and procedures provide reasonable assurance that— 

(1) such payments will be made only if, and to the extent, necessary 
to.enable any local educational agency (A) to sell to the Commissioner, 
pursuant to title I, obligations in the amounts needed by such agency 
to construct the school facilities with respect. to which the payments 
are made, or (B) if such agency is Jegally unable to sell such obliga- 
tions, to rent such facilities from a State school-building agency at 
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rentals which the Commissioner determines to be comparable to those 
charged by State school-building agencies pursuant to agreements with 
the Commissioner under title IL; and 

(2) such payments will be made only with respect to the construction 
of school facilities needed to relieve or prevent extreme overcrowding, 
double shifts. or unhealthful or hazardous conditions : 

(c) provides such accounting, budgeting, and other fiscal methods and 
procedures as are necessary for the proper and efficient administration of 
the plan ; and 

(d) provides for the making of such reports, in such form and containing 
such information, as the Commissioner may from time to time reasonably 
require to carry out his functions under this title, and for compliance with 
such provisions as he may from time to time find necessary to assure the 
correctness and verification of such reports. 


PAYMENTS 


Sec. 304. (a) In the case of each project for the construction of school facilities 
for a local educational agency with respect to which the State educational agency 
requests any funds under this title, the State educational agency shall include 
in its request— 


(1) a description of the school facilities project with respect to which 
the request is made; 

(2) its estimate of the cost of construction of such project and a state- 
ment of the amount of the payment proposed to be made by the State educa- 
tional agency with respect thereto under the plan ; 

(3) a certification that— 


(A) it has determined, in accordance with the standards and proce- 
dures in the State plan, that the local educational agency is eligible for 
the payment proposed and that the school facilities project is needed 
to relieve or prevent extreme overcrowding, double shifts, or unhealthful 
or hazardous conditions ; 

(B) such local educational agency has requested the Commissioner 
to purchase, under title I, the Federal percentage of the obligations 
needed to finance the project and the Commissioner has denied such 
request because the agency is financially unable to repay the obligations 
or, if it is legally unable to sell such obligations, has requested a State 
school-building agency, which provides school facilities at rentals which 
the Commissioner determines to be comparable to those charged by 
State school-building agencies pursuant to agreements under title IT, 
to provide such facilities and has had its request denied because it is 
financially unable to pay the rental for such facilities ; 

( ane funds to cover the State share of such payment will be 
available. 


(b) Each request for funds pursuant to subsection (a) shall be accompanied 
by a statement of the facts on which the State educational agency based its cer- 
tification and its estimate of the cost of construction of the project, and such 
further information as the Commissioner may require for purposes of this title 
with respect to the school facilities project involved. 

(c) (1) The Commissioner, unless he finds that a payment under a State plan 
with respect to a school facilities project for a local educational agency, for 
which a State has requested funds as provided in subsections (a) and (b), 
would not be in accord with the standards and procedures set forth in the State 
plan approved under section 308, shall reserve for such project a sum equal to 
the Federal share of such payment to the extent such sum is available in the 
State’s allotment; and such sum shall remain available for payment to the State 
educational agency (unless the State withdraws its request) under paragraph 
(2) of this subsection until the end of the fiscal year following that in which 
such sum is so reserved. 

(2) Upon certification by the State educational agency that— 


(A) State funds equal to the State share of the payment with respect to 


such school facilities project have been paid to or on behalf of the local 
educational agency ; and 


(B) the financing of the remainder of the cost of construction of such 
facilities has been arranged, 
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the Commissioner shall pay the State educational agency the Federal share of 
such payment. 

(d) The “Federal share” for any State shall be 100 per centum minus the 
“State share’; and the State share shall be that percentage which bears the 
same ratio to 50 per centum as the per capita income of such State bears to the 
per capita income of the continental United States (excluding Alaska), except 
that the State share shall in no case be more than 60 per centum or less than 40 
per centum, and except that the State share for Hawaii and Alaska shall be 50 
per centum, and for Puerto Rico, Guam, and the Virgin Islands shall be 40 per 
centum, Such Federal and State shares shall be promulgated by the Commis- 
sioner as soon as possible after the date of enactment of this Act on the basis 
of the average of the per capita incomes of the States and of the continental 
United States for the three most recent years for which satisfactory data are 
available from the Department of Commerce, and the percentages so promul- 
gated shall be conclusive for purposes of this title. 


ABANDONMENT OF FACILITIES 


Sec. 305. If the construction of any school facilities with respect to which 
funds have been paid to a State under this title is terminated or abandoned or 
not completed within such reasonable period as may be determined in accord- 
ance with regulations of the Commissioner, such State shall be obligated to repay 
to the United States, for deposit in the Treasury as miscellaneous receipts, the 
amount of such funds or such lesser amount as the Commissioner deems reason- 
able under the circumstances. 


LABOR STANDARDS 


Sec, 306. (a) The Commissioner shall not make any payments under this 
title to assist in financing the construction of any school facilities project, except 
upon adequate assurance that all laborers and mechanics employed by con- 
tractors or subcontractors in the performance of work on such project will be 
paid wages at rates not less than those prevailing on similar construction in the 
locality as determined by the Secretary of Labor in accordance with the Davis- 
Bacon Act, as amended (40 U. 8. C. 276a—-276a-5), and will receive compensation 
at a rate not less than one and one-half times the basic rate of pay for all hours 
worked in any workweek in excess of eight hours in any workday or forty hours 
in the workweek, as the case may be. 

(b) The Secretary of Labor shall have, with respect to the labor standards 
specified in subsection (a) of this section, the authority and functions set forth 
in Reorganization Plan Numbered 14 of 1950 (15 F. R. 3176; 64 Stat. 1267), 
and section 2 of the Act of June 13, 1934; as amended (40 U. 8. C. 276c). 


TITLH IV—FEDBRAL GRANT ASSISTANCE TO STATES FOR ADMINIS- 
TRATION OF STATE PROGRAMS TO INCREASE SCHOOL CONSTRUCTION 


AUTHORIZATION OF APPROPRIATIONS 


Sec. 401. There are hereby authorized to be appropriated $5,000,000 each for 
the fiscal year beginning July 1, 1955, the fiscal year beginning July 1, 1956, and 
the fiscal year beginning July 1, 1957, $3,000,000 for the fiscal year beginning 
July 1, 1958, and $2,000,000 for the fiscal year beginning July 1, 1959, for grants 
to States to assist them in meeting their administrative expenses in the develop- 
ment and initiation of State programs designed to increase public-school con- 
struction and promote efficiency in such construction. 


ALLOTMENTS AND PAYMENTS 


Sec. 402. (a) From the sums appropriated for any fiscal year pursuant to 
section 401, the Commissioner shall allot to each State an amount bearing the 
same ratio to such sums as the school-age population of such State bears to the 
school-age population of the United States. The allotment to any State under the 
preceding sentence for any fiscal year which is less than $25,000 (or, in the case 
of Guam or the Virgin Islands, which is less than $12,500) shall be increased 
to that amount, the total of the increases thereby required being derived by 
proportionately reducing the allotments of each of the remaining States under 
the preceding sentence, but with such adjustments as may be necessary to 
prevent the allotment of any of such remaining States from being thereby re- 
duced to less than that amount. 


59521—55—pt. 2——7 
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(b) From each State’s allotment under this section for any fiscal year, the 
Commissioner shall pay to such State 50 per centum of the State’s administra- 
tive expenses in the development of any State program for increasing construc- 
tion of school facilities or promoting greater efficiency in planning or financing 
the construction of such facilities, or in the initiation of any such program when 


authorized by law, including the development and initiation of programs such 
as those to— 


(1) extend State technical assistance to the local educational agencies 
in the planning and financing of construction of school facilities ; 

(2) extend State financial aid to local educational agencies, through loans, 
grants, or otherwise, in the construction of school facilities ; 

(3) adjust or modify unduly restrictive debt or tax limits or other ob- 
stacles to adequate and economical financing of construction of school facil- 
ities, including the basing of debt or tax limits on the full value of real 
property ; or 

(4) achieve a more efficient organization of school districts in the State. 


(c) No payment may be made under this title with respect to any program 
unless the State plan approved under section 403 includes such program or has 
been modified to include it and unless the State educational agency certifies that 
it is a new program for the State (which, for purposes of this title, includes 
an addition to an existing program of the State). In the case of any program 
of the State (or any addition to a program) initiated after December 31, 1954, 
the continuation thereof shall be considered a new program for purposes of 
= preceding sentence if submitted under this title by the State prior to July 1, 
1956. 

(d) Payments under this section with respect to any program may be made 
during a period of not to exceed three years beginning with the commencement 
of the first fiscal year for which any payment is made with respect to such 
program from an allotment under this section, but only if such program has been 
submitted under this title prior to July 1, 1958. 


APPROVAL OF STATE PLANS 


Sec. 403. The Commissioner shall approve any State plan for purposes of this 
title if such plan— 


(a) provides that the State educational agency shall be the sole agency 
for carrying out programs under the plan, either directly or through arrange- 
ments with other agencies of the State; 

(b) provides such accounting, budgeting, and other fiscal methods and 
procedures as are necessary for the proper and efficient administration of 
programs under the plan; 

(c) provides for the making of such reports, in such form and con- 
taining such information, as the Commissioner may from time to time rea- 
sonably require to carry out his functions under this title, and for compli- 
ance with such provisions as he may from time to time find necessary to 
assure the correctness and verification of such reports ; and 

(d) sets forth the programs proposed to be carried out under the plan 
and the general policies to be followed in doing so. 


METHOD OF MAKING AND COMPUTING PAYMENTS 


Sec. 404. The method of computing and paying amounts pursuant to section 
402 shall be as follows: 

(a) The Commissioner shall, prior to the beginning of each calendar quarter 
or other period prescribed by him, estimate the amount to be paid to each State 
under the provisions of such section for such period, such estimate to be based on 
such records of the State and information furnished by it, and such other inves- 
tigation, as the Commissioner may find necessary. 

(b) The Commissioner shall pay to the State, from the allotment available 
therefor, the amount so estimated by him for such period, reduced or increased, 
as the case bay be, by any sum (not previously adjusted under this paragraph) 
by which he finds that his estimate of the amount to be paid the State for any 
prior period under such section was greater or less than the amount which should 
have been paid to the State for such prior period under such section. Such pay- 
ments shall be made in such installments as the Commissioner may determine. 
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(c) Any funds paid to a State under this title which are not used for the pur- 
poses for which paid shall be returned to the Secretary for deposit in the Treasury 
of the United States as miscellaneous receipts. 


TITLE V—GENERAL PROVISIONS 


DEFINITIONS 


Sec. 501. For purposes of this Act— 

(a) The term “Commissioner” means the (United States) Commissioner of 
Education. 

(b) The term “State” includes Alaska, Hawaii, Puerto Rico, Guam, and the 
Virgin Islands. 

(c) The term “State educational agency” means the State board of education 
or other agency or officer primarily responsible for the State supervision of public 
elementary and secondary schools, or, if different, the officer or agency primarily 
responsible for State construction or supervision of construction of such schools, 
whichever may be designated by the governor or by State law. 

(d) The term “State school-building agency” means the single agency, official, 
governmental entity, or instrumentality of a State, designated or established by 
the State for purposes of title IT. 

(e) The term “local educational agency” means a board of education or other 
legally constituted local school authority having administrative control and di- 
rection of free public education in a city, county, township, school district, or 
political subdivision in a State. If a separate public authority has responsibility 
for the provision or maintenance of school facilities for any local educational 
agency or the financing of the construction thereof, such term includes such other 
authority. 

(f) The term “school-age population” means that part of the population which 
is between the ages of five and seventeen, both inclusive, and such school-age 
population for the several States shall be determined on the basis of the latest 
figures furnished by the Department of Commerce. 

(g) The term “debt service” means the aggregate amount required to pay the 
interest on and principal of each issue of obligations. 

(h) The term “annual debt service” means the aggregate amount required to 
pay the interest on and principal of each issue of obligations becoming due in each 
successive twelve-month period designated in accordance with the agreement 
under title II. 

(i) The term “school facilities” includes classrooms and related facilities for 
public elementary and secondary education; initial equipment, machinery, and 
utilities necessary or appropriate for school purposes ; and interests in land (in- 
cluding site, grading, and improvement) on which such facilities are constructed. 
Such term does not include athletic stadia, or structures, or facilities intended 
primarily for events, such as athletic exhibitions, contests, or games, for which 
admission is to be charged to the general public. 

(j) The terms “construct,” “constructing,” and “construction” include the 
preparation of drawings and specifications for school facilities; erecting, build- 
ing, acquiring, altering, remodeling, improving, or extending school facilities; 
and the inspection and supervision of the construction of school facilities. 


WITHHOLDING OF FUNDS AND JUDICIAL REVIEW 


Sec. 502. (a) Whenever the Commissioner, after reasonable notice and op- 
portunity for hearing to the State educational agency, finds that— 


(1) the State plan approved under section 303 or 403, as the case may be, 
has been so changed that it no longer complies with the requirements of such 
section ; or 

(2) in the administration of the plan there is a failure to comply substan- 
tially with any such requirement ; 


the Commissioner shall notify such State agency that no further payments will 
be made to the State from its allotments under section 302 or 402, as the case may 
be (or, in his discretion, that further payments will not be made to the State 
for projects or programs under the State plan affected by such failure), until 
he is satisfied that there will no longer be any such failure. Until he is so satis- 
fied the Commissioner shall make no further payments to such State from its 
allotments under such section (or shall limit payments to projects or programs 
under the State plan in which there is no such failure). The foregoing pro- 
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visions of this subsection shall not apply to payment of any amount reserved 
under section 304 (c) with respect to any school facilities project not affected 
by such failure, except that, after notice as provided in ‘this subsection to any 
State, the Commissioner may suspend the making of further reservations of 
funds under section 304 (c) for projects in such State pending the making of 
the findings under this subsection. 

(b) (1) If any State is dissatisfied with the Commissioner’s action under sub- 
section (a) of this section, such State may appeal to the United States court of 
appeals for the circuit in which such State is located. The summons and notice 
of appeal may be served at any place in the United States. 

(2) The findings of fact by the Commissioner, unless substantially contrary to 
the weight of the evidence, shall be conclusive; but the court, for good cause 
shown, may remand the case to the Commissioner to take further evidence, and 
the Commissioner may thereupon make new or modified findings of fact and may 
modify his previous action. Such new or modified findings of fact shall likewise 
be conclusive unless substantially contrary to the weight of the evidence. 

(3) The court shall have jurisdiction to affirm the action of the Commissioner 
or to set it aside, in whole or in part. The judgment of the court shall be subject 
to review by the Supreme Court of the United States upon certiorari or certifi- 
cation as provided in title 28, United States Code, section 1254. 


UTILIZATION OF OTHER AGENCIES 


Sec. 503. In administering the provisions of this Act, the Commissioner is au- 
thorized to utilize the services and facilities of any agency of the Federal Gov- 
ernment and, without regard to section 3709, as amended, of the Revised Statutes, 
of any other public or nonprofit agency or institution, in accordance with agree- 
ments between the Secretary of Health, Education, and Welfare and the head 
thereof. Payment for such services and facilities shall be made in advance or 


by way of reimbursement, as may be agreed upon by the Secretary and the head 
of the agency or institution concerned. 


DELEGATION OF COMMISSIONER'S FUNCTIONS 


Sec. 504. The Commissioner is authorized to delegate any of his functions 


under this Act, except the making of regulations, to any officer or employee of 
the Office of Education. 


APPROPRIATION FOR ADMINISTRATION 


Sec. 505. There are hereby authorized to be appropriated for each fiscal year 
to the Department of Health, Education, and Welfare such sums as may be nec- 
essary for administration of this Act. 

Secretary Honsy. Title I of H. R. 3770, H. R. 3812, and H. R. 3824 
provides for purchase by the Federal Government of bonds issued by 
local school districts to finance school construction when such bonds 
cannot be sold to the public at reasonable rates of interest. 

Some school districts can borrow money to build schools only at 
high rates of interest. Over a period of years this adds substantially 
to the cost of new buildings. At a consequence, such districts may be 
prevented from obtaining new schools. 

These include districts with unexplored credit standings—generally 
small districts with low assessed valuations. Some are districts with 
limited economic resources where families have lower than average in- 
comes or where property values are low. Others are subject to finan- 
cial uncertainties created by shifts in population or local industry. 
Others are rapidly growing areas where sudden expansion of popula- 
tion has required public expenditures and debt to increase faster than 
the increase in assessed valuation of property in the district. 
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Another group of districts includes those which have reached the 
legal limit on their borrowing power, and seek new schools on a rental 
basis through local public school building agencies created for that 
purpose. 

; 4 sary title I, the Federal Government would help these various 
districts to finance their needed schools. The districts would be able 
to sell their bonds at reasonable interest rates to the Federal Govern- 
ment. The amount of bonds bought by the Federal Government from 
these districts would range from 50 percent of the construction cost 
in the State of highest per capita income to 80 percent in the State of 
lowest per capita income. The proposal would authorize $750 million 
for Federal bond purchases under title I over the next 3 years. 

The interest rate at which the Federal Government would purchase 
bonds under title I is specified in section 103 of the bills. In essence, 
that rate is the current rate on certain Federal bonds plus one-half of 
1 percent. : ; 4 

It is important to understand that this rate is not intended to be an 
optimum interest rate for local school district borrowings. Indeed, 
inost school districts can sell their bonds in the bond market at less than 
the figure which would be calculated under title I, since such local 
bonds are tax-exempt securities. Rather, the interest rate proposed 
under title I is designed to put a ceiling on what a district would have 
to pay as interest on funds borrowed for school construction. If a dis- 
trict cannot find a market for its bonds at a reasonable interest rate, the 
Federal Government would offer, under title I, to step in as a buyer. 
Title I is not intended to substitute the Federal Government for 
the private bond market where a district has no difficulty in selling 
its bonds, 

In approving applications under this title, the Federal Government 
would deal with tate educational agencies rather than with the indi- 
vidual school districts. The State educational agencies would make 
certain certifications as a basis for purchase of the bonds. 

This proposal would help build badly needed schools at once in 
districts which have bonding capacity but which are faced with high 
interest rates. Furthermore, these loans would, we believe, be gen- 
erally sound. Improving a community by enabling it to build new 
schools increases its desirability as a place to live, raises the general 
economic level of the community, and thus adds to the soundness of its 
bonds. 

In time, the Federal Government could resell the bonds acquired 
under this program to the public. It would, in many cases, need to be 
only a temporary holder of the bonds. 

Mr. Chairman, at this time—or whatever is the pleasure of the com- 
mittee—Dr. Brownell has some charts illustrating title I. 

Mr. Ketiey. You may proceed, Doctor. 

Dr. Browneww. Yes, sir; I will be very glad to, Mr. Chairman and 
members of the committee, 
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(The charts referred to follow :) 
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Dr. Browne.Lt. What I propose to do is to discuss at this time and 
explain one of the titles of the bill, title I, which has to do with the 
bond purchases by the Federal Government. And the other titles 
will be considered later in the testimony. 

The purpose of this chart is to show in general how it is proposed 
that a school district which needs a school would operate under ti- 
tle I. 

When a district decides that, it wants to build a school it will issue 
bonds under the regular laws of the State. It would go through the 
process of voting to have those bonds issued. It would offer them at 
public sale. And if at the rate they are offered—which in this case 
is indicated a little later, but if you will assume a reasonable rate— 
there was no sale, then the State would certify to the Federal Gov- 
ernment that these bonds have been legally issued, that they are un- 
marketable at the Federal rate of interest plus one-half of 1 per- 
cent, that the bonds are backed by legal opinion, and that they are for 
needed schools consistent with any State redistricting plans. 

Under those conditions, when the State had certified these facts, 
then the Federal Government would purchase the bonds, which it could 
hold and sell later if it wished. In that way the school district then 
would receive its money to build its schools in the usual way. 

And the Federal Government would agree to purchase bonds up to 
50 or 80 percent of the construction cost of the conga oF 

It is proposed that the authorization be for $750 million for use 
during the 3-year period of this title. 

Now, of course, districts which could sell their bonds at a lower 
rate of interest than this amount obviously would not go through this 
procedure. They would sell them in the usual way. 

Mr. Kearns. Mr. Chairman? 

Mr. Ketter. Mr. Kearns. 

Mr. Kearns. Supposing the Federal Government goes into a dis- 
trict and purchases 80 percent of those bonds. To me, there is here 
Federal control definitely in title I. 

In what position is the purchaser of the bonds, which will be the 
Federal Government ? at power is he going to have with that 
school district in any way as the holder of these bonds, so far as the 
kind of a plant to build and as to policy ? 

Dr. Brownett. He has no more control in that situation than any- 
one does with any school district bonds which he buys on the open 
market. In other words, at the present time many of the school aie 
tricts in the country are offering bonds for sale and they can be pur- 
chased through a broker. Whoever buys such bonds has no more 
to say about the kind of a school building that will be built than 
somebody who doesn’t hold those bonds. e Federal Government 
would be in exactly the same position in reference to those bonds that 
any bondholder is. 

Mr. Kearns. You say you set up $750 million here with the antici- 
pation that there is going to be very great evidence that local people 
are not going to buy them, and the Federal Government has to move 
in and buy them. In other words, you are anticipating right off the 
bat that they are not going to be too desirable bonds. 

Mr. R. B. Perxrys. In what respect, sir? 

Mr. Kearns. Say we have a district that is already up to their bond 
limit. They can’t get a bond issue through. 
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Dr. Browneuu. If I may answer that, Mr. Chairman, clearly if a 
district is up to its bonding limit, obviously it cannot issue bonds. 
So it would not have bonds that would be available for sale. 

The purpose of title I is to take care of the school district that has 
bonding capacity, and yet when it comes to issue bonds it finds that 
the rate of interest would be high. And this provides, in reality, a 
ceiling on the interest rate it would have to pay. 

Mr. Kearns. What are we going to do with the one that doesn’t 
have any power? 

Dr. BrowNneE.u. Those would be taken care of under title II. 

Mr. FReLINGHUYSEN. Would the gentleman yield briefly 

I would like to ask a question about procedure. 

I am still puzzled whether the expert witness that Mrs. Hobby 
would like to present is not on a time schedule. We do not need to 
present more than title I in order to have him qualify as an expert 
witness and have it thoroughly discussed. I think there are a great 
many questions that will need to be thoroughly thrashed out. For 
example, how we arrive at a figure of $750 million, and what the 
advantage of the Ae ess mre figure is, and why it was put in, 
the one-half percent plus above the Federal rates. All those ques- 


tions would need to be explored thoroughly. 

I am wondering whether the entire program should not be pre- 
sented more or less in its entirety so we don’t get off on discussions as 
we are now on title II before we have had it presented. 

Mr. Kearns. No; we are not on title IT. 

I yielded to you for this proposition. 

Mr. Fretincuuysen. I am asking for guidance—a question about 


how we are handling it. 

Mr. Kearns. When you start using the term “unmarketable bonds” 
you are getting into a realm of something that needs a lot of thresh- 
ing out. 

Mr. Fretincuuysen. That is what I say. We do need to discuss 
this title thoroughly, and it might conceivably take days to discuss it. 
I think we need to understand what we are talking about. 

Mr. Ketixy. We will get into this tomorrow, Mr. Frelinghuysen. 

Mr. Fretincuvuysen. Is the procedure to discuss title I exhaustively 
before we take up title II? That is what I am asking. 

Mr. Ketxiey. Do you say we should or should not? 

Mr. Frevincuvuysen. I am asking the question. I don’t know 
whether we should. I would like to know what our procedure is 
going to be. 

Secretary Hospy. May I volunteer a comment ? 

I think, in view of the question that Mr. Kearns asked, perhaps it 
would be helpful to the committee if it had the testimony on titles I 
and IT, and then it could hear the expert witness on title I and IT be- 
cause there is a correlation between the two. Maybe the committee 
members would rather proceed in that manner. 

Mr. Kerixry. If there is no objection, I think that is the way we 
shall proceed. 

Mr. Fretincuvysen, I want to make my own position clear. 

I am in favor of the type of question Mr. Kearns asked, or questions 
any member of the committee wants to ask, because I do think we are 
not going to have an understanding of what the program is unless we 
thrash all the questions out. 
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Mr. Ketrey. We will proceed as the Secretary suggested. 

Mr. McDowet. May ask a question before this chart is taken 
down ? 

Mr. Keitiey. Mr. McDowell. : 

Mr. McDowett. Dr. Brownell, what happens to the remainder of 
that bond issue that the Federal authority ion not assume responsi- 
bility for under title I? Suppose they only take 50 percent of that 
bond issue? It has already been refused once on the market. How 
does that local district handle the remainder of the bond issue? 

Dr. Brownetn. That is a very good question. 

There are two possible ways which I can suggest right now. One 
is that in marketing bonds a district markets them on the basis of 
making it possible to purchase both short-term maturities and long- 
term maturities. 

It is quite possible that the short-term maturities would sell at a 
lower rate of interest than the long-term maturities. 

Then the Federal Government would take the balance of the longer- 
term maturities. 

The second type of situation is that situation in which a district may 
he able to sell locally 20 to 50 percent of its bonds—you see in the title 
why that would vary—but there may be local persons who will pur- 
chase those because of their local interest in the school situation. is 
has been the case where they have had local school authorities. Or 
the State might have a provision whereby it would purchase some of 
the bonds because the State very frequently purchases school district 
bonds and local bonds on that basis. 

Any of those are possibilities for which a portion of the cost maybe 
provided. 

You will notice that the bill specifies “of construction cost” because 
if the State should provide a grant for a portion of the cost of the 
building, up to 20 or 50 percent, then the district would not have to 
issue bonds for that portion of the construction cost. 

So that the Federal Government might purchase 100 percent of the 
bonds that were issued, but that might equal only 50 to 80 percent of 
the construction cost. 

All of those are possibilities of having the additional portion of the 
“wee! the building taken care of outside of the federally purchased 

nds. 

I don’t know whether I have made myself clear or not. 

Mr. McDowexx. Yes; I understand. There are a lot of iffy ques- 
tions in there, and it seems to me there is still a question of what might 
happen to those bonds and at what interest rate they might finally be 
om of because they would be distressed bonds. 

retary Hospy. Not necessarily so. 

Mr. McDowxg1x. Once a bond is offered on the market and there are 
no bidders for it and it later comes back on the market it has a certain 
stigma on it, certainly, so far as the investment market is concerned. 

Mr. R. B. Perxrs. I take it that the wish of the commitee is 
that we go into this in more detail tomorrow, but I did want to confirm 
what Dr. Brownell says about the penne of the bill providing 
flexibility as to which maturities the Federal Government would take. 

I have in front of me, for example, an advertisement, a so-called 
tombstone ad on bonds of the town of Hempstead, and North Hemp- 
stead, Central High School District No. 2, New York. I just picked 
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this out of the New York Times of March 4. And the advertisement 
gives the serials on the bonds, starting from an interest rate of 1.10 
for those maturing in 1955 and going all the way to 3.125 percent 
for the series maturing in 1980-84. 

If the Federal Government were to take the longer maturities, as it 
would be permitted to do under this bill, and pick up 70 to 80 percent 
of the bonds, you can readily see that the balance would become salable 
on the public market without difficulty. 

Mr. McDowe.t. You are saying the Federal Government would 
take the long-term maturities. 

Mr. R. B. Perxins. It wouldn’t in all cases, but the bill does 
provide that flexibility so if it were difficult to sell the balance of the 
bonds the Federal Government could buy them. 

Mr. McConnetu. Would the gentleman yield, Mr. McDowell ? 

Mr. McDowertu. Yes. 

Mr. McConnetu. The fact that the Federal Government would pur- 
chase any of the bonds would enhance the credit of the remaining ones, 
definitely. 

Mr. Matewiks, Yes; I understand that, Mr. McConnell, but I also 
know that it would depend upon who gets the short-term maturities 
and who gets the long-term maturities. 

The Federal Government may end up with all long-term maturities. 

Mr. McConnett. I cannot imagine many districts that could not 
sell 1- or 2-year term bonds. I am in the bond business and they are 
casy to dispose of because you know the situation right at the time 
and you know they are going to make good on those. The problem 
comes when you figure 20 and 30 years into the future. And if the 


Federal Government takes those, I believe that the district could sell 
the short-term bonds. 

Mr. Ketiey. We will have to continue this tomorrow, Madam 
Secretary. 

We will recess at this time until tomorrow morning at 10 o’clock. 

(Whereupon, at 12 o’clock noon, the committee was recessed, to 
be reconvened at 10 a. m., Thursday, March 31, 1955.) 
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THURSDAY, MARCH 31, 1955 


House or REPRESENTATIVES, 
Commirrer oN Epvucation AND Lapor, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 429, 
House Office Building, Hon. Augustine B. Kelley presiding. 

Present: Representatives Kelley, Perkins, Elliott, Landrum, Met- 
calf, Green, Roosevelt McDowell, Thompson, Udall, McConnell, 
Gwinn, Smith, Kearns, Holt, Rhodes, Wainwright, Frelinghuysen, 
and Coon, 

Present also: Fred G. Hussey, chief clerk; John O. Graham, minor- 
ity clerk; Edward A. McCabe, general counsel; and Russell C. Der- 
rickson, chief investigator. 


STATEMENT OF HON. OVETA CULP HOBBY, SECRETARY, DEPART- 
MENT OF HEALTH, EDUCATION, AND WELFARE—Resumed 


Mr. Ketter. The committee will please come to order. 

Mrs. Hobby has requested that we go through to the end of title IT, 
and then Mr. Judd and Mr. Moore, who are there, will answer questions 
especially on the legality of the act. If we can reserve our questions 
until that time, we can question them all we care to, but I would like 
to have Madam Secretary complete title II before we do that. So, 
I am going to ask the indulgence of the committee to that extent. 

Mr. Exrxiorr. What page are we on, Mr. Chairman ? 

Mr. Ketuny. Page 14, I think. 

Mr. Kearns. Madam Secretary, is the language in the statement 


the same as the language in the bill? Is it the exact language as it is 
in the bill? 


Secretary Horpy. No. 

Mr. Ketiey. All right, Madam Secretary. 

Secretary Horpy. Mr. Chairman, the provisions of title IT of H. R. 
5770, HL. R. 3812, and H. R, 3824 are designed to help States make 
available to school districts a pattern of financing in wide use in other 
fields. This financing method makes possible construction of build- 
ings in communities which are financially able to pay for them but 
which are prevented from issuing bonds. Payment would parallel 
use of the building over an extended period as is true where local bonds 
are issued. 

_ We have already seen that the need for more classrooms is not lim- 
ited to areas of low income or predominantly rural sections. We have 
seen that much of the serious classroom shortages exists in those 
States and suburban areas which are experiencing the Nation’s most 
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vigorous growth. These areas have the financial capacity to meet their 
school building needs over a period of time. But they are handicapped 
at this time by restrictions on issuing bonds and are confronted by 
other urgent demands for their capital outlay dollars. 

Most of the financial problems of these areas are temporary. Their 
potential resources are adequate, but the problem of simultaneously 
providing all the services of local government—schools, sewers, wa- 
ter, aud streets—is, in many cases, impossible to solve through local 
capital outlay financing. In particular, low limitations on bonded 
indebtedness and the gap between assessed and actual valuations 
have aggravated the problem. 

For such suburban areas, as well as for many rural and even urban 
areas, an alternative form of financing school buildings is essential. 
Title II, which is especially adapted to help these communities meet 
their needs, provides this alternative. 

Under the alternative proposed by title II, a school district could 
obtain the use of a new school immediately, upon payment for a 
current period of rent or the equivalent. The essence of the plan, 
from the viewpoint of the school district, is that the citizens of the 
community can obtain a needed school without capital outlay— 
paying for it, in effect, on the installment plan. Just as in other fields 
it has frequently been found useful to finance new construction with- 
out capital outlays and the issuance of debt obligations, so also, in 
the school field, we believe that such an alternative to the usual 
financing method of issuing school bonds would be extremely effective. 

A few States have pioneered this for: of financing for school con- 
struction, by creating State school building agencies. Where they 
ere operating, these State school building agencies issue their own 
bonds to raise capital, and then provide the funds for the construction 
of schools in districts which need them. The schoo] districts pay 
rent each year to amortize the original construction cost. The ex- 
perience of these States should make it possible for other States to 
adopt the method more rapidly and efficiently. 

In Georgia, 190 of the 202 school systems are contracting with the 
State agency for new school buildings. One thousand projects, to- 
taling 12,000 classrvoms, will have been built through this means by 
the end of the year. In the judgment of the State superintendent of 
schools, this program has provided well-planned school buildings 
which have reduced the backlog of school building needs in Georgia. 

The Pennsylvania State Agency was created in 1947. By the 
first oi this year, the State agency had given approval to 232 Proj- 
ects, of which 156 had been completed. In addition, the Pennsyl- 
vania law authorizes local school building agencies, and the total 
construction by both local agencies and the State agencies amounts to 
750 school bui dings. 

Pennsylvania officials indicate that the program is now a well- 
functioning enterprise and that Pennsylvania is rapidly acquiring 
much-needed modernized school building facilities. 

The Maine agency has been in operation about 3 years and has 
issued about $4 million in bonds. Poity-ons schools have been built 
by the agency. A State education official reports that the new agency 
has made possible new schools in communities where they probably 
would not otherwise have been built. 
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The Indiana law provides for both State and local school-building 
agencies, Although the State agency is presently inactive, nearly 
$23 million in local-agency bonds have been issued ; and 45 more bond 
issues are in process. Local-agency bonds, as distinct from the bonds 
of a State agency, generally bear a higher interest rate; nevertheless, 
school officials in these Indiana districts qenerslly comment that the 
eseaeanne method has made it possible for them to build needed 
schools. 

This tested experience, Mr. Chairman, supports the feasibility of 
the financing approach offered under title II. Because the credit 
of a State school-building agency represents the combined credit of 
many districts, a State agency can issue bonds in the public market 
at reasonable interest rates. lly under title II the Federal 
Government and the State would jointly put up a reserve fund to 
back the State-agency bonds—thus strengthening those bonds and 
permitting an even more favorable interest rate to be obtained. 

It is our opinion, on the basis of a legal analysis, that the operation 
of State school-building agencies, with short-term renewable leases, 
would be constitutional in each of the 48 States. 

With your permission, Mr. Chairman, that point will be fully 
covered in expert testimony to come later. I would like to emphasize, 
however, that the authority method is not new and has been widely 
used in almost all States for the construction of many different types 
of public works. 

Unde title II, the State agency would not necessarily itself under- 
take the construction of the local schools. The State agency may serve 
merely as a financing agency, rather than a building agency, raising 
capital through the sale of its own bonds and turning the funds over 
to local school districts. The local school districts can go about the 
planning and construction of their schools just as they would if issuing 
their own bonds. Thus, nothing in title II requires raising from the 
district level to the State level the responsibility for the actual 
planning and construction of schools. 

Another important point concerning these State agencies is that 
they can—and must, under the provisions of title II of the bills—be 
closely integrated with the State educational agency. For example, 
in Georgia the State authority is governed by a seven-man board, 
consisting of the chairman of the State board of education, the State 
superintendent of schools, the State auditor, the attorney general, and 
three members a pointed by the Governor. It would be entirely 
poss to have the State agency composed solely of State education 
officials. 

The bills provide that the aggregate amount of State agency bonds, 
with respect to which Federal advances may be made under title IT, 
may not exceed $6 billion. The bills authorize the appropriation of 
such sums as may be necessary for these advances. 


In summary, Mr. Chairman, we believe that the State school-build- 
ing agency plan can be utilized to advantage by any State for districts 
ted. Seem buildi 


preven schools by debt-limit restrictions, as well as 
by other districts, and the classroom shortage in the Nation can there- 
by be materially relieved. 

Now, sir, if pees I would like to have Dr. Brownell give some of 
the statistics by chart. 

Mr. Ketixy. Proceed, Dr. Brownell. 
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STATEMENT OF DR. SAMUEL M. BROWNELL, COMMISSIONER OF 
EDUCATION, DEPARTMENT OF HEALTH, EDUCATION, AND WEL- 
FARE—Resumed 


Dr. Browneiu. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, what I shall address 
myself to at this time is an explanation of how the proposal for the 
State school-building agencies would operate as indicated under ti- 
tle IT. 

If you will recall, there are four titles to the bill. 

Title I deals with the bond purchases by the Federal Government 
in order to provide an incentive for school districts that might other- 
wise have to sell their bonds at a high rate of interest in order to sell 
them because there would be a ceiling that would be provided so that 
they could sell their bonds and go ahead realizing that they would not 
have to go above a certain amount in order to sell their bonds, as far 
as the interest rate was concerned. 

That was presented yesterday in the testimony which was given. 
I shall now address myself to title II, State school-building agencies, 
as indicated on this diagrammatic chart, and as indicated by the 
specifications provided in the bill, and as here used on these charts. 

(The charts referred to follow :) 
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Dist ‘ct “receives {tle wen obligations to the 
_Ageney have been 1 








Dr. Brownexyt. A school district which wanted a new school, and 
which had reached the limit of bonded indebtedness as far as the law 
was conerned, so that it would be unable to issue school bonds, would 
be able to secure a school for the local district provided the State had 
set up such an agency as is here proposed, a school-building agency. 
It might be called a school-building financing : agency, whatever the 
State wished to call it. As set up under this “plan the agency would 
receive an application from the school district that wanted to build 
a school. Then the agency, if it agreed to build a school, would issue 
bonds, as authorized under the State law which would set up the 
agency, and with that money it would then agree with the local com- 
munity to make the money available so that they could build the 
school, and the school board, in agreement with the State school-build- 
ing agency would agree that it would pay the amount of funds neces- 
sary so that the school-building agency could retire its bonds to take 
care of the necessary expenses. 

Now, that is the general plan. 

The specifications on it, as called for, are that the State would set 
up this agency, and that it must set it up in cooperation with the State 
education officials. ‘They would have to certify either that it is set 
up within the State de x¢ Masbate of education, or that there was a good 
working arran cabey axons the agency and the State educ ational 
officials. The Secretary has testified to the importance of that close 
working relationship. 


59521—55—pt. 28 
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Tn the second place, in order that these school-building agency bonds 
would have a ready sale at a reasonable rate of interest, since there 
would be only the annual payment of rent from the school district to 
the agency, the State, and the Federal Government would set up a re- 
serve fund. The purpose of this reserve fund is to make the bonds 
attractive so that they could sell at a reasonable rate of interest in order 
to provide the cost of the buildings at as low a rate of interest charge 
as possible. 

his fund, which is called a reserve fund, would be equal to 1 year 
of debt service on the bonds that were issued by the agency, and the 
State would agree to pay half of this initial reserve fund, and the Fed- 
eral Government aah. § also agree to pay the other half, so that this 
would set up the reserve fund which wal back up these bonds which 
are issued by the agency. The agency then would issue these bonds to 
obtain the necessary capital. The agency would either build the 
school or advance the money to the school district, depending upon 
what the State wanted to do as it set up its plan for the agency. The 
school district would pay an amount for the purpose of financing— 
what we will call rent—and this would be the amount necessary to 
retire the bonds and pay interest on the amortization on these bonds 
covering the school building and the payment to the reserve fund. I 
shall explain that later. e school’s payment would cover its share 
of the administrative expenses of the agency, unless the State should 
decide it wanted to provide them as has been done, I think, in one of 
the States where the State provides the administrative costs of the 
agency. 
eThen the district, when it had paid an amount sufficient to retire the 
obligations of the district, would receive its title to the school. The 
process, then, is very similar to what one would go through with if 
one issued one’s own bonds. The difference is that the bonds are issued 
by the agency. They would be the responsibilities of the local school 
district and of the State agency. 

As far as Federal participation is concerned, the Federal Govern- 
ment, under this arrangement would a to advance its half of the 
initial reserve fund to the school building agency, and it also would 
agree that if at any time the reserve fund fell below the amount of the 
initial reserve fund it would replenish its half of the reserve fund to 
keep it up to the initial amount, that is, 1 year of debt service on the 
bonds that had been issued. That again would make the bonds more 
attractive to purchasers if they know that they could count on that 
reserve to take care of any unforeseen deficiencies. . 

The reserve would work as follows: The agency would naturally 
invest its reserve capital in liquid funds in fl to pay off the costs, 
that is, the interest on any bonds that were coming due. Otherwise 
the agency would invest that money probably in Federal securities or 
in Federal and State securities so that there would be an increment 
of interest coming into that investment reserve. That is indicated 
here in green [indicating on chart]. 
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Part of the increment would be in the reserve that is provided by the 
Federal Government, which is indicated in black, and part would be 
in the State share of the reserve, which is indicated in gray, so the re- 
serve fund would grow above this level of 1 year of debt service on the 
outstanding bonds. 

In addition, the communities which are taking advantage of this 
plan would pay in each year an amount equal to one-quarter of 1 per- 
cent of the bonds into the supplemental reserve. That is indicated 
on this chart in yellow. As the money comes in from the rents year 
after year, the supplementary reserve grows. In the course of a few 
vears the total amount in the reserve fund would be equal to 2 years of 
debt. charges or debt service on the outstanding bonds. When it 
reached the point of equaling 2 years of debt service, the authority 
would start repaying to the Federal Government and to the State the 
amount that had been advanced for this initial reserve fund. It 
would continue to do so as the fund continued to receive money in the 
supplemental reserve fund until eventually there would be repaid to 
the Federal Government and the State the full amount of money they 
had advanced in this reserve plus accumulated interest, and the re- 
serve fund would be that money which had come in from the pay- 
ments of the local school districts and that one-quarter of 1 percent in 
addition to the amount paid on the bonds issued by the authority. 

Mr. Fretrncuuysen. You have on the bottom chart, “Federal ad- 
vances repaid after reserve reaches amount of 2 years’ debt service.” 
The Federal advances would be repaid in 1980 according to that chart 
there. 

Dr. Brownett. They would start to repay as soon as this reaches 
the amount of 2 years of debt service. At the end of that time [indi- 
cating] they would pay back the gross amount. They would pay it 
back each year until such time as the total amount of the advances 
had been repaid to the Federal Government and the State. 

Mr. Frevinenvuysen. It is just a question of starting repayment 
at that time? 

Dr. Brownexu. Yes, sir, that is right, because it is not a lump-sum 
repayment of the total amount, but the amount they pay each year. 

The purpose of this reserve is to make the bonds issued by the au- 
thority more attractive to the people who would buy the bonds just as 
you would try to have bonds issued by a school district as attractive as 
possible so that the district would get the benefit of a lower rate of 
interest with a view to interesting people in advancing the money that 
can be used for capital outlay. 

The bill would provide that Federal participation would be limited 
in its amount to the issuance of $6 billion worth of bonds under this 
program to be issued during the fiscal year 1956, 1957, and 1958. The 
purpose, of course, is to encourage, as the Secretary indicated in her 
testimony, prompt action on the part of States and local communities 
in moving ahead to provide adequate schools in the near future. 

The appropriation estimated to be necessary to take care of the 
reserves for the $6 billion worth of bonds, as far as the Federal 
Government is concerned, would be approximately $150 million. 

That, Mr. Chairman, indicates the general plan by which this 
title II would operate, the responsibilities and activities of the State 
and a governments and the Federal participation under the title 
IT plan. 
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Secretary Hossy. Thank you, Dr. Brownell. 

Mr. Chairman, if I may I would now like to present Mr. Orrin G. 
Judd, and Mr. Earle K. Moore of the law firm of Goldstein, Judd & 
Gurfein so that they will be available to answer any technical legal 
questions that any members of the committee may have as to the 
legality and constitutionality of title II as it would operate in any 
of the 48 States. 

Mr. Warnwrieut. Mr. Chairman, before Mr. Judd starts I would 
like to call your attention to the fact that I have known both of these 
gentlemen for a number of years. Mr. Judd participated in a New 
York fight against the Pennsylvania Railroad and the Long Island 
Railroad in defense of our community. He was successful. He is 


eminently qualified and a distinguished member of the bar of New 
York State. 


STATEMENT OF ORRIN G, JUDD (ACCOMPANIED BY EARLE K. 
MOORE), NEW YORK CITY 


Mr. Prerxtns. I am sure that the committee is very much interested 
in hearing you gentlemen with all of your experience, and at the same 
time we would like to hear you tell the committee your experience 
in handling investment bonds. 

Mr. Jupp. Thank you, Mr. Chairman. I appreciate Mr. Wain- 
wright’s kind remarks very much. 

Mr. McConnetut. My understanding is that after Mr. Judd has 
finished we will have the opportunity to question him; is that correct! 

Mr. Perxins. Yes. 

Mr. Jupp. Mr, Chairman, members of the committee, my name is 
Orrin G. Judd. I am a member of the bar of the State of New York 
and a partner in the firm of Goldstein, Judd & Gurfein. Since gradua- 
tion from Harvard Law School in 1930, I have practiced law in New 
York. In 1943 I was appointed solicitor mana of the State of New 
York and served in that capacity until I resigned to form my present 
firm in 1946. As solicitor general, my responsibilities included the 
approval of State bond issues, and of contracts between the State and 
municipalities or municipal agencies. 

Nathaniel L. Goldstein, who is now one of my partners, served as 
attorney general of the State of New York for a period of 12 years, 
terminating on December 31, 1954. Mr. Goldstein and I supervised 
certain studies of municipal tax and debt limits which I will describe. 

Although our firm has not been engaged primarily in the practice 
of municipal law, we have served or are serving as counsel or special 
counsel for the following public bodies: The United Nations and 
some of its subordinate agencies, the Federal Deposit Insurance Cor- 
poration, the State of New York, the New York Power Authority, 
World Trade Corp., and the counties of Nassau, Suffolk, and West- 
chester of New York State, and also Development Corp. for Israel 
and Israel supply mission. We are also now engaged in representing 
the city school district of the city of Schenectady, N. Y., in litigation 
to determine its constitutional tax limit. 

For some time the firm has been advising the Government Affairs 
Foundation, Inc., of New York City, on the legal aspects of studies in 
which that foundation is engaged concerning the problems of metro- 
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politan areas. We were requested by the foundation to give priority 
to studies of municipal tax and debt limits and methods of financing 
public construction by authorities or by special obligations outside 
debt limits. 

This project was carried out by a group of lawyers, under the im- 
mediate charge of Earle Moore, an associate in our firm, who is also 
here. It consisted of preparing a compilation of relevant constitu- 
tional provisions in each of the 48 States. A study of important 
judicial decisions involving various types of financing was also made, 
A part of the material collected has been assembled in a draft report, 
but a final report has not been prepared. We have also examined the 
bill which is now under consideration by this committee, including 
particularly title II which deals with the establishment of State 
agencies for the construction of school buildings. 

The decisions indicate that State wiiab bolting agencies could be 
established for this purpose without constitutional amendments in all 
of the States and would be legally valid in every State. We know of 
no decision in any State which would make unconstitutional or im- 
practicable the financing of schools through such agencies. This 
opinion is embodied in a letter which we directed to the chairman of 
the Senate Committee on Labor and Public Welfare which was incor- 
porated in the record of the Senate hearings. I have available copies 
of that opinion letter for the convenience of this committee. 

I would like to make that a part of the record, with the chairman’s 
permission. 

Mr. Kerrey. Without objection, it will be so ordered. 

(The letter referred to is as follows :) 


New York, N. Y., February 16, 1955. 
Hon. Lister Hir1, 
Chairman, Committee on Labor and Public Welfare, 
Washington, D. C. 

Dear Senator Hii: In connection with the bill for Federal assistance to 
States in school construction, which is pending before your committee, we under- 
stand that a question has been raised concerning the validity under various State 
constitutions of the proposed financing of school buildings by rental from State 
school building agencies, as authorized under title II of the bill. 

Our firm has had occasion recently to study State constitutional provisions 
affecting tax and debt limits. The decisions we have analyzed indicate that lease 
agreements with State school-building agencies would be valid without State 
constitutional amendments. 

Such decisions as have cast doubt on the use of State authorities rest gener- 
ally on a holding that a lease-purchase agreement involves the immediate crea- 
tion of debt for the full amount of the rental over the term of the agreement. 
Title II of the bill, however, permits the State agency to rent the building to a 
local educational agency on a lease for 1 year or less, with no obligation to renew 
the lease. We know of no decision in any State which would invalidate such 
a short-term lease from a State agency to a local educational agency. 

Very truly yours, 
GoxDsTe1n, Jupp & GURFEIN. 


Mr. Jupp. I might interpolate that there are at lease 33 States which 
have used some type of authority or revenue-bond financing to build 
dormitories or other educational buildings. In other words, the 
bill does not contemplate a novel or untried device, but utilizes a plan 
of financing which has been widely established on a State level. 
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We have studied those relatively few cases in which proposed build- 
ing leases have been held unconstitutional. All but one of these cases 
involve long-term leases. Generally speaking, the legality of long- 
ierm leases or lease-purchase contracts depends upon a distinction 
made between ordinary leases and installment-purchase contracts. 
lt is almost universally held that a municipality may make con- 
tracts for terms of more than 1 year without creating debt. If the 
contract is one for the furnishing of electric current for street lights, 
tor example, the legal rule is that no debt is created until the current 
is furnished. At common law an ordinary lease obligation is not re- 
varded as creating debt. It is not treated as debt on the balance 
sheets of private corporations. On the other hand, contracts to buy a 
building which provide for payment by a series of installments are 
generally regarded as creating debt for the total amount of the in- 
-tallments whether they are gprs Tayi & payable or not. Where long- 
term leases are made with an option to buy the property, and the rent 
is applied in reduction of the purchase price, some courts treat the 
agreement as an installment-purchase contract and hold that debt is 
created for the aggregate amount of the rentals. 

The bill now before you, however, does not require any school 
district to enter into a long-term lease nor does it require that any such 
lease contain a purchase option. It is possible for a State agency to 
construct a building and rent it to a school district for a term of 1 
year or less with the privilege of renewing the lease for a series of 
additional 1-year terms. The lease may contain the right to require 
transfer of title to the property if a sufficient amount has been paid 
through successive renewals to retire agency obligations. 

We believe that it would generally be held that a school district, 
which has not committed the revenues of future tax years and is under 
no legal obligation to make any payments beyond the current year, 
has not incurred debt. 

Furthermore, other types of lease arrangements are practicable 
under the decisions of courts in various States. For example, long- 
term leases without purchase options have proven satisfactory in 
Pennsylvania, Leases with rentals payable from special funds not 
derived from ad varorem taxes may be made, The bill proposed leaves 
great latitude for the determination of the precise arrangement to be 
used in each State, 

I might add here, Mr. Chairman, that since this statement was 
prepared I learned that the Council of State Governments has pre- 
pared a circular on the proposed State School Building Authority Act 
so as to make clear the manner in which every State could adopt the 
procedure of this bill if it desires to do so. 

Mr. FretincuuysEN. May I ask if this proposed arrangement is 
going to be submitted here for discussion ? 

Mr. Ketter. We will recognize you if you insist, but we are trying 
to finish with title II now and then ask questions later. 

Mr. FreincHuysen. I was not trying to interrupt. I wondered if 
this arrangement was going to be made available for discussion. 

Mr. Jupp. We can submit a copy of it for the record. 

Mr. Ketxiey. Without objection it may be inserted in the record, 
along with your statement, Mr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 
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(The matter referred to is as follows :) 


STATE ScHOOL BUILDING AUTHORITY ACT 


EXPLANATORY STATEMENT 


The following suggested act provides for the establishment and operation of 
a State school building authority. It grants to the authority the power to issue 
revenue bonds, to use the proceeds for the construction of school facilities and to 
rent the facilities to local school districts. 

This method of financing the construction of school buildings has been used 
extensively in the past few years in Georgia, Maine, and Pennsylvania. The 
State school building authority acts of these States contain many of the pro- 
visions incorporated in this suggested act. 

There are now pending before Congress bills, S. 968 and H. R. 8770 (companion 
bills), which include in title II provisions for Federal assistance for State 
school building authorities. Under this title, the Federal Government makes 
advances to these agencies. These advances along with similar advances by 
the States would provide reserve funds for State school building authorities 
to be available to help meet interest and principal payments in case of default by 
local school districts. This additional security for the bonds of authorities, 
which the reserve funds would provide, would help to reduce the interest rates at 
which authorities could sell their bonds. 

Most of the sections of the suggested act are self-explanatory, but section 18 
requires some comment. This section provides for the establishment, mainte- 
nance, use and eventual disposition of the reserve funds required under terms of 
the proposed Federal act. It would permit a State school building authority 
to accept Federal advances and to participate under the provisions of 8.968 as 
it now is written. It is believed that the language in this section is sufficiently 
broad so that State agencies established under the terms of this act still could 
participate under the Federal bill even if it is amended somewhat before final 
passage. Finally, it should be emphasized that a State school building authority 
established by enactment of this suggested act could function satisfactorily, in 
a manner similar to existing authorities, even though the pending Federal bill 
is not passed. In such a case, the provisions of section 18 would not take effect. 
Expenditures from State appropriations, provided for in section 18 (b) could be 
made contingent upon passage of the Federal act. 

Though this suggested act provides for the financing of school building con- 
struction by an authority, any State could adapt it to provide for similar finan- 
cing by the State department of education or some other State agency. A State 
wishing to do so could omit section 3 (perhaps substituting a brief section re- 
lating to the department or agency involved), substitute the name of the depart- 
ment or agency for the word “Authority” at each place where the term appears, 
and make a few other relatively minor changes in the suggested act. In this 
connection, it should be noted that the pending Federal bill provides for assist- 
ance not only for State school building authorities but also for any state depart- 
ment or agency with similar functions and powers. 

In considering adoption of this suggested Act, special attention should be paid 
to sections 8 through 16. These provisions govern the issuance of revenue bonds 
by the authority and related financial matters. The suggested language is gen- 
erally applicable but care must be taken to ascertain that these provisions fit 
the existing laws of the state concerning the issuance of revenue bonds. 

An important question to be considered by States adopting this suggested act 
is the term of lease agreements between the authority and local school districts. 
Long-term leases enforceable to the final maturity date of the bonds issued for 
construction are desirable for they provide additional security for the obligations. 
In some States, however, constitutional provisions establishing debt limits for 
local governments, including school districts, may be interpreted as prohibiting 
long-term lease arrangements. In such instances, a state should provide for 
annual leases between the authority and local districts. 

The suggested act permits either the authority or local school districts to let 
contracts for construction of facilities approved by the authority. The language 
of the draft (see especially sec. 4 (zg) ), is flexible so that in connection with each 
project the authority may make whatever arrangements seem desirable. By a 
few changes in the act, however, a State may provide either that all contracts be 
let by the authority or that all contracts be let by local districts. 

There are three important provisions which appear in some existing school 
building authority laws which have been omitted from the suggested act. Upon 
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careful consideration, States adopting this act may wish to include any or all 
of these provisions. 

The first provides for transfer of the title to sehool facilities constructed by 
the authority to local school districts upon retirement of the bonds issued to 
finance the construction. Such a provision is part of the Maine Act. In some 
States, however, inclusion of a provision of this type might cause the rental 
arrangements between the authority an local districts to be regarded as lease- 
purchase contracts and so invalidated as violations of constitutional provisions 
limiting the ineurrence of debt by school districts. 

The second provision relates to the withholding of State school aid from dis- 
tricts which fail to fulfill lease agreements with authorities. Both the Georgia 
and Maine acts provide that amounts owed authorities by local districts may be 
deducted from State-aid funds due them and paid directly by the State to the 
authority. This offers additional security for the bonds of the authority and 
so helps their marketability. It should be clear, however, that a provision of this 
type may result in funds needed for current operation being used for capital 
outlay. 

The third of these provisions concerns the question of whether lease agree- 
ments between the authority and local districts should be made subject to ap- 
proval of the voters in the districts. The Maine act requires local referenda for 
the approval of leases. If such a section is included in a State school building 
authority act, it should be drafted in accordance with existing provisions gov- 
erning local elections in the State. A State could provide that statutes governing 
bond issue referenda would apply to elections for the approval of lease agree- 
ments. 

Finally, it should be pointed out that the suggested act, like most legislation 
governing public authorities of various types, does not make the authority sub- 
ject to existing State laws and regulations concerning finance, personnel or pur- 
chasing practices. Most authorities are not bound by regulations of this type 
which apply to State departments and agencies, because their funds are not 
derived from the State. Moreover, it is contended that authorities should be free 
from these regulations so that they may adopt finance, personnel and purchasing 
practices best suited to their particular functions. In practice, however, many 
public authorities have regulated their activities in these areas in accordance 
with provisions applicable to departments and agencies and have utilized the 
procedures developed by the finance, personnel and purchasing agencies of their 
State. 

SUGGESTED LEGISLATION 


(Title should conform to State requirements. ) 
(Be it enacted, etc.) 
SHORT TITLE 


Sec. 1. This Act may may be cited as the “State School Building Authority 
Act.” 


DEFINITIONS 


Sec. 2. As used in this Act— 

(a) The term “Authority” shall mean the State School Building Authority 
created by Section 3 of this Act. 

(b) The term “school facilities” includes classrooms and related facilities for 
public elementary and secondary education; initial equipment, machinery, and 
utilities necessary or appropriate for school purposes; and interests in land (in- 
cluding site, grading, and improvement) on which such facilities are constructed. 
Such term does not include athletic stadia, or structures or facilities intended 
primarily for events, such as athletic exhibitions, contests, or games, for which 
admission is to be charged to the general public, 

(c) The terms “construct,” “constructing,” and “construction” include the 
preparation of drawings and specifications for school facilities; erecting, build- 
ing, acquiring, altering, remodeling, improving, or extending school facilities; the 
initial equipping of facilities so constructed ; and the inspection and supervision 
of such construction. 

(d) The term “cost,” when used in connection with school facilities, shall 
include the cost of construction, the cost of all lands, properties and rights ac- 
quired (including the cost of condemnation proceedings), the cost of demolition 
or removal of any buildings or structures on lands so acquired, the cost of equip- 
ment and machinery, financing charges, interest prior to and for one year after 
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the completion of construction, the cost of engineering, architectural and legal 
services, the cost of plans and specifications, and other expenses necessary or 
incident to determining the feasibility or practicability of construction of such 
facilities, administrative expense, and such other expenses as may be necessary or 
incident to the financing authorized by this Act or to the construction of any 
school facilities under this Act and the placing of them in operation. 

(e) [Each State will want to define “local educational agency” in accordance 
with the types of organization used for the control of education in the localities 
of the State. The following is a suggested definition which should be altered 
to meet the needs of each State: The term “local educational agency” means a 
board of education or other legally constituted local school authority having 
administrative control and direction of free public education in a city, county, 
township, school district, or political subdivision of the State.] 


STATE SCHOOL BUILDING AUTHORITY 


Seo. 3. There is hereby created a body corporate and politic to be known 
as the State School Building Authority, which shall be a public corporation 
with perpetual existence and an instrumentality of the State. The Authority 
shall consist of [seven] members, [four] of whom shall be the Governor, 
the chief State school officer, the [here insert the titles of other State officials 
who are to serve on the Authority]*’ The remaining [three] members shall be 
appointed by the Governor [with consent of the Senate] for terms of three years, 
except that the term of one of the members first appointed shall be two years, 
and the term of one of the members first appointed shall be one year, and except 
that any person appointed to fill a vacancy shall serve only for the unexpired 
term. The Governor shall designate one of the members of the Authority as 
chairman and another as vice-chairman; and the Authority shall elect a secre- 
tary and treasurer, who need not be a member of the Authority, to serve at the 
pleasure of the Authority. [Five] members of the Authority shall constitute a 
quorum. The appointed members of the Authority shall be entitled to compensa- 
tion at the rate of $ for each day devoted to business of the Authority, 
and all members of the Authority shall be reimbursed for their actual expenses 
necessarily incurred in the performance of their duties as such members. 


POWERS 


Sec. 4. The Authority shall have power— 

(a) to have a seal and alter the same at pleasure; 

(b) to sue and be sued in its own name; 

(c) to employ such persons and agents and to fix their compensation, and to 
contract for such personal services, as may be necessary to carry out the duties 
of the Authority; and to utilize the services of departments and agencies of the 
State, with the approval of the heads of such departments or agencies ; 

(d) to make rules and regulations for the management of its affairs; 

(e) to acquire for its corporate purposes, by purchase, lease or otherwise, on 
such terms and conditions and in such manner as it may deem proper, real and 
personal property of every kind and character, including any rights in or to any 
such property; and to hold any such property for its corporate purposes or to 
lease or dispose of it on such terms and conditions and in such manner as the 
Authority may deem proper; 

(f) to exercise the power of eminent domain. Any and all laws applicable to 
the condemnation of property for public use shall apply to the acquisition of 
property by the Authority by eminent domain, but the Authority shall be under 
no obligation to accept any pay for any property so condemned except from the 
funds made available therefor pursuant to this Act, and in any proceedings 
for condemnation such orders may be made by the court having jurisdiction 
of the proceedings as may be just to the Authority and to the owners of the 
property to be condemned ; 

(g) .to construct school facilities for local educational agencies, or to contract 
for their construction, by local educational agencies or by others, on real prop- 
erty owned by the Authority, or on real property leased to the Authority by a 
local educational agency for which facilities are to be constructed ; 


2 States may wish to provide for more or less than seven members on the Authority and 
also to divide the membership between ex officio and appointive members in a different 
manner. 
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(h) to lease school facilities to the local educational agencies for which 
such facilities are constructed; to fix from time to time and collect rentals 
and other charges for the use of such faeilities at reasonable rates to be 
determined by the Authority, for the purpose of providing for— 

(1) the payment of principal of and interest on revenue bonds issued 
by the Authority for construction of such facilities, and the establish- 
ment and maintenance of such reserves as the Authority may deem 
necessary to assure the continuance of such payment of principal and 
interest ; 

(2) such cost of maintenance, repair, replacement, and insurance of 
the facilities as by the terms of the lease is to be borne by the Authority 
or is in fact borne by it; 

(3) the administrative and other expenses of the Authority in con- 
nection with such facilities or the financing thereof; and 

(4) the fulfillment of the terms and provisions of any agreements 
made with the purchasers or holders of any such bonds. 

(i) to borrow money and to issue negotiable revenue bonds for any of 
its corporate purposes, payable solely from rentals, revenues and other 
funds pledged or committed for their payment; to refund bonds; and to 
secure any issue of such bonds by a trust agreement by and between the 
Authority and a corporate trustee pledging or assigning such rentals, rey- 
enues and funds or any portion thereof ; 

(j) to accept from any officer, agency or instrumentality of the Federal 
Government advances, loans or grants (including gifts or grants of prop- 
erty) for the planning or construction of any facility, or for the payment 
or securing the payment of the principal of or interest on any revenue bonds 
issued by the Authority, and to enter into agreements with such officer, 
agency or instrumentality respecting any such advances, loans or grants, 
including agreements for the repayment of advances or loans; to receive 
and accept gifts and contributions from any source, of money, real or 
personal property, labor or other things of value if the purposes for which 
such gifts or contributions are made are within the corporate purposes of 
the Authority ; 

(k) to establish and maintain such reserves as the Authority may deem 
appropriate to secure the payment of its revenue bonds; 

(1) to make and enter into all contracts, leases, and agreements necessary 
or incident to the performance of its duties and the execution of its powers, 
and to do all other things necessary or convenient to carry out the powers 
expressly given in this Act. 


POWER OF LOCAL EDUCATIONAL AGENCIES TO LEASE FROM AUTHORITY 


Sec. 5. Each local educational agency in the State is hereby authorized to 
lease from the Authority, on terms and conditions fixed by the Authority, for a 
period not to exceed years, school facilities constructed for such local 
educational agency in accordance with the provisions of this Act; and to convey 
or lease to the Authority, without consideration or for nominal consideration, 
for the purpose of constructing such facilities, any real property of such local 
educational agency. [All rentals or other charges which the local educational 
agency agrees to pay to the Authority for use of facilities constructed under 
this Act pen be deemed to be current operating expenses of the local educational 
agency. 


APPROVAL OF APPLICATIONS BY [STATE EDUCATIONAL AGENCY] * 


Sec. 6. No application for the construction of school facilities shall be approved 
by the Authority unless the [State educational agency]‘* shall have certified 
that such facilities are needed for current or reasonably anticipated enrollments 
during the ensuing [five} years at permanent school centers, and are consistent 
with any applicable State redistricting plans or policies, and that the construc- 
tion thereof will be in accord with applicable State construction laws and 
standards. 


®States which SS —— eS districts to make separate levies for educational and 
voles purposes me mit sentence. 
insert official “ate * omiet Bt State school officer, State board of education, or State 
department of educa 
Here insert amici title of chief State school officer, State board of education, or State 
department of education. 
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CREDIT OF THE STATE NOT PLEDGED 


Sec. 7. Revenue bonds issued .by the Authority under the provisions of this 
Act shall not be deemed to constitute a debt of the State of or a 
pledge of the credit of the State, but such bonds shall be payable solely from 
the funds herein provided therefor, and the issuance of such bonds shall not in 
any way obligate the State to levy or to pledge any form of taxation whatever 
therefor, or to make any appropriation for the payment of such bonds; and a 
recital of these facts shall appear on the face of the bonds. 


REVENUE BONDS 


Sec. 8. The Authority is authorized to provide by resolution at one time or 
from time to time for the issuance or revenue bonds of the Authority [but not 
to exceed $ outstanding at any one time] for the purpose of paying all or 
any part of the cost of school facilities authorized to be constructed under this 
Act. The bonds of each issue shall be dated and shall bear interest at such 
rate or rates, not exceeding ___._ per centum per year, shall mature at such 
time or times not exceeding [thirty] ° years from their date or dates, and may 
be made redeemable before maturity, at the option of the Authority, at such 
price or prices and under such terms and conditions as may be fixed by the 
Authority prior to the issuance of the bonds. The Authority shall determine 
the form of the bonds, including any interest coupons to be attached thereto, 
and shall fix the denomination or denominations of the bonds and the place or 
places of payment of principal and interest, which may be at any bank or trust 
company within or without the State. The bonds shall be signed by the chair- 
man of the Authority or shall bear his facsimile signature, and the official seal 
of the Authority shall be impressed thereon and attested by the secretary and 
treasurer of the Authority, and any coupons attached thereto shall bear the 
facsimile signature of the chairman of the Authority. In case any officer whose 
signature or a facsimile of whose signature shall appear on any bonds or coupons 
shall cease to be such officer before the delivery of such bonds, such signature 
or such facsimile shall nevertheless be valid and sufficient for all purposes the 
same as if he had remained in office until such delivery. All bonds issued 
under the provisions of this Act shall have and are declared to have all the 
qualities and incidents of negotiable instruments under the negotiable instru- 
ments law of the State. The bonds may be issued in coupon or in registered 
form, or both, as the Authority may determine, and provision may be made for 
the registration of any coupon bonds as to principal alone and also as to both 
principal and interest, and for the reconversion into coupon bonds of any bonds 
registered as to both principal and interest. The Authority may sell such bonds 
in such manner, [either] at public [or at private] sale, and for such price, as it 
may determine to be for the best interests of the Authority, [but no such sale 
shall be made at a price so low as to require the payment of interest on the 
money received therefor at more than -____ per centum per year, computed with 
relation to the absolute maturity of the bonds in accordance with standard tables 
of bond values; excluding, however, from such computation the amount of any 
premium to be paid on redemption of any bonds prior to maturity]. 


PROCEEDS OF BONDS 


Sec. 9. The proceeds of the bonds shall be used solely for the payment of the 
cost of school facilities and shall be disbursed in such manner and under such 
restrictions, if any, as the Authority may provide in the resolution authorizing 
the issuance of such bonds or in any trust agreement securing the same. If the 
proceeds of such bonds, by error of calculation or otherwise, shall be less than 
the cost of the facility or combined facilities for which such bonds are issued, 
unless otherwise provided in the resolution authorizing the issuance of the 
bonds or in a trust indenture securing them, additional bonds may in like man- 
ner be issued to provide the amount of such deficit, which unless otherwise 
provided in the resolution authorizing the issuance of the bonds or in a trust 
indenture, shall be deemed to be of the same issue and shall be entitled to pay- 
ment from the same fund, without preference or priority, as the bonds first 


5 Bonds may be issued for longer than 30 years, though on bonds with longer maturity, 
total interest charges are increased considerably. Pending Federal legislation provides 
financial support for obligations which “mature in not more than 32 years from their 
earliest date” with the additional provision that the first date for payment of principal on 
bonds shall be ‘“‘not later than the end of the third year following their earliest date.” 
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issued for the same purpose. If the proceeds of the bonds of any issue shall 
exceed the amount required for the purpose for which such bonds are issued, 
the surplus shall be paid into the fund hereinafter provided for the payment 
of principal and interest of such bonds. 


INTERIM RECEIPTS OR TEMPORARY BONDS AND REPLACEMENT OF LOST BONDS 


Sec. 10. Prior to the preparation of definitive bonds, the Authority may, under 
like restrictions, issue interim receipts, notes or temporary bonds, with or with- 
out coupons, which may be exchangeable for definitive bonds when such bonds 
shall have been executed and are available for delivery. The Authority may 
also provide for the replacement of any bonds which shall become mutilated or 
shall be destroyed or lost. 


CONDITIONS PRECEDENT TO ISSUANCE OF BONDS 


Sec. 11. Bonds may be issued under the provisions of this Act without obtain- 
ing the consent of any department, division, commission, board, bureau or 
agency of the State, and without any other proceedings or the happening of any 
other conditions or things than those proceedings, conditions or things which 
are specifically required by provisions of this Act. 


PLEDGE OF RENTS AND REVENUES 


Sec. 12, The rents and other revenues received by the Authority from school 
facilities constructed under this Act are hereby pledged to the carrying out of 
the purposes specified in section 4 (h) of this Act. With respect to each issue 
of revenue bonds the Authority shall determine irrevocably, in the resolution 
authorizing the issuance of such bonds, whether the rents and other revenues 
received from the school facilities to be constructed with the proceeds of such 
bonds shall be set aside and held in a separate fund for the purposes of section 
4 (h) with respect to such facilities and such issue of bonds, or shall be avail- 
able for commingling in a single fund for such purposes with rents and other 
revenues (which have not been set aside in a separate fund) received from 
other school facilities constructed with the proceeds of other issues of bonds, 
In either event, the management, use, and disposition of moneys in any such 
fund may be further restricted by the resolution authorizing an issue of bonds, 
or by covenants contained in a trust indenture securing them; and such resolu- 
tion or covenants may require that any portion of any such fund be held sep- 
arate and apart from other moneys in such fund and used exclusively: for 
such of the purposes of the fund as may be specified in such resolution or cov- 
enants. Subject to any restrictions contained in such resolution or covenants, 
moneys in any such fund may be applied to the purchase or redemption, prior 
to maturity, of bonds secured by such fund (including, when necessary, the 
payment of a premium) whenever such purchase or redemption will not preju- 
dice or endanger the effectuation of the purposes specified in section 4 (h). 
Any bonds so purchased or redeemed shall forthwith be cancelled and shall not 
be reissued. 


TRUST INDENTURE AS SECURITY 


Sec. 13. In the discretion of the Authority, any issue of revenue bonds may be 
secured by a trust indenture assigning to a corporate trustee the rents and other 
revenues to be derived from school facilities constructed with the proceeds of 
such bonds, and constituting it trustee of the fund established under section 12 
with respect to such bonds for the uses and purposes, and subject to the limita- 
tions, set forth in such section. The trustee may be any trust company or bank 
having the powers of a trust company within or outside of the State. Wither the 
resolution providing for the issuance of revenue bonds or such trust indenture 
may contain such provisions for protecting and enforcing the rights and remedies 
of the bondholders as may be reasonable and proper and not in violation of law, 
including covenants setting forth the duties of the Authority in relation to the 
acquisition of property, the construction of the facilities, the maintenance, opera- 
tion, repair and issuance of the facilities, and the custody, safeguarding and 
application of all moneys and may also provide that any facility shall be con- 
structed under the supervision and approval of consulting engineers or archi- 
tects employed or designated by the Authority and satisfactory to the original 
purchasers of the bonds issued therefor, and may also require that the security 
given by contractors and by any depository of the proceeds of the bonds or reve- 
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nues or other moneys be satisfactory to such purchasers, and may also contain 
provisions concerning the conditions, if any, upon which additional revenue bonds 
may be issued. It shall be lawful for any bank or trust company incorporated 
under the laws of this State to act as such depository and to furnish such indem- 
nifying bonds or pledge such securities as may be required by the Authority. 
Such indenture may set forth the rights and remedies of the bondholders and of 
the trustee, and may restrict the individual right of action of bondholders as is 
customary in trust indentures securing bonds and debentures of corporations. 
In addition to the foregoing, such trust indenture may contain such other pro- 
visions as the Authority may deem reasonable and proper for the security of 
the bondholders. All expenses incurred in carrying out such trust indenture 
may be treated as a part of the cost of maintenance, operation, and repair of the 
facilities constructed with proceeds of bonds secured by such indenture. 


REMEDIES OF BOND HOLDERS 


Sec. 14. Any holder of bonds issued under the provisions of this Act or any 
of the coupons appertaining thereto, and the trustee under any trust agree- 
bent, except to the extent the rights herein given may be restricted by such 
trust agreement, may, either at law or in equity, by suit, action, mandamus, or 
other proceeding, protect and enforce any and all rights under the laws of the 
State or granted hereunder or under such trust agreement or the resolution 
authorizing the issuance of such bonds, and may enforce and comple the 
performance of all duties required by provisions of this Act or by such trust 
8 a or resolution to be performed by the Authority or by any officer 
thereof. 


REVENUE REFUNDING BONDS 


Sec. 15. The Authority is authorized to provide by resolution for the issuance 
of revenue refunding bonds of the Authority for the purpose of refunding any 
bonds then outstanding which shall have been issued under this Act, including 
the payment of any redemption premium thereon and any interest accrued or to 
accrue to the date of redemption of such bonds; and, if deemed advisable by the 
Authority, for the additional purpose of constructing enlargements, extensions, 
or improvements of the facility or facilities in connection with which the bonds 
to be refunded shall have been issued or constructing or acquiring any additional 
facility or facilities. The issuance of such bonds, the maturities and other 
details thereof, the rights of the holders thereof, and the rights, duties, and 
obligations of the Authority in respect of the same shall be governed by the pro- 
visions of this Act insofar as the same may be applicable. 


BONDS ELIGIBLE FOR INVESTMENT 


Sec. 16. Revenue bonds and revenue refunding bonds issued under the provi- 
sions of this Act are made securities in which all public officers and public 
bodies of the State and its political subdivisions, all insurance companies, trust 
companies and their commercial departments, banking associations, investment 
companies, savings banks, executors, trustees, and other fiduciaries, and all 
other persons who are now or may hereafter be authorized to invest in bonds 
or other obligations of a similar nature, may properly and legally invest funds, 
including pension and retirement funds or capital under their control or belonging 
to them. Such bonds are made securities which may properly and legally be 
deposited with and received by any State or municipal officer or any agency or 
political subdivision of the State for any purpose for which the deposit of 
bonds may be authorized by law. 


EXEMPTION FROM TAXATION 


Sec. 17. As the exercise of the powers granted by this Act will be in all re- 
spects for the benefit of the people of the State and for the improvement of their 
educational facilities, and as facilities constructed under the provisions of this 
Act constitute public property, the Authority shall not be required to pay any 
taxes or assessments upon any of its property or any facility or any part thereof, 
or upon the income therefrom, and any bonds issued under the provisions of 
this Act, their transfer and the income therefrom, including any profit made 
on the sale thereof, shall at all times be free from taxation within the State.* 


*This section provides = lete ex ll State taxes for 
bonds of the Authori so dimtt this exemption and pe mn gn = 
desire to make the bonds Bi .. to y~ & -E- 
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RESERVE FUNDS 


Sec. 18. (a) Reserves established as security for any issue or issues of revenue 
bonds of the Authority shall consist of (1) any amount which the Authority 
shall have pledged or set aside for that purpose, of the rentals and other revenues 
derived from school facilities constructed with the proceeds of such bonds, 
(2) any amount advanced, loaned, or granted by the State for that purpose, 
and (3) any amount advanced, loaned, or granted by the United States or any 
officer, agency, or instrumentality thereof for that purpose ; together with interest 
or other increments from the investment thereof. Any such reserves shall be 
invested only in interest-bearing securities of the United States or securities 
guaranteed as to both principal and interest by the United States or in bonds or 
other obligations which are lawful investments for fiduciary, trust and public 
funds of the United States, or in interest-bearing securities of the State, or in 
other securities lawful for the investment of trust funds of the States. Such 
reserves, and securities in which they may from time to time be invested, shall 
be held in trust for, and pledged irrevocably to, the payment and retirement of 
the revenue bonds for which such reserves are established ; and shall be applied 
to such payment and retirement whenever other funds available for these purposes 
are insufficient to meet any payments falling due. 

(b) There are hereby authorized to be appropriated to the Authority such 
sums as the legislature may determine for advances to the reserves for any issue 
or issues of revenue bonds of the Authority, to be deposited in such reserves 
prior to the issuance of such bonds, in such amounts as (within the limits of 
such appropriations) the Authority may determine; and there are hereby 
authorized to be appropriated such additional sums as the legislature may 
determine for additional advances to replenish any such reserves which may 
subsequently become depleted. If any appropriations are made available for 
such additional advances, and within the limits of any appropriations for that 
purpose, the State will pay to the Authority and the Authority shall deposit in 
the reserves established for each issue of revenue bonds amounts equal to the 
sums (exclusive of any, sums repaid to the State pursuant to subsection (d) 
of this section) withdrawn in any year (other than the year in which occurs 
the latest maturity date of the obligations) from funds in the reserve previously 
advanced by the State (including interest or other increments from the invest- 
ment thereof). 3 

(c) In order to obtain any advance, loan, or grant from the United States or 
any officer, agency, or instrumentality thereof for or in aid of the establish- 
ment of such reserves, the Authority is authorized to enter into, with the United 
States or with such officer, agency, or instrumentality thereof, any agreement 
which the Authority deems appropriate, within the scope of the powers conferred 
upon it by this Act, relating to the establishment and amount of such reserves, 
the setting of them apart from other funds of the Authority, their investment, 
the conditions under which they shall be applied to meet payments of the prin- 
cipal of and interest on such bonds, the sequence in which portions of such 
reserves derived from various sources shall be applied for that purpose, and the 
conditions under which and the time when any such advance or loan or any part 
thereof shall be repaid to the United States. 

(d) Whenever the reserves established for any issue or issues of revenue 
bonds, to which the State has made any advance or loan, are in excess of twice 
the largest amount required to pay so much of the principal and interest as 
will become due, upon bonds of such issue or issues, during any ensuing twelve- 
month period, the Authority shall repay to the State the amount of such excess, 
less any amount thereof which the Authority may be obligated by an agree- 
ment pursuant to subsection (c) of this section, to repay to the United States 
or to an officer, agency, or instrumentality thereof: Provided, That no repayment 
shall be made to the State which would result in its receiving a larger amount 
than the aggregate of the advances or loans made by it to the reserves for such 
issue or issues, together with interest or other increment received from the in- 
vestment of such advances or loans. 


(e) When any issue or isssues of revenue bonds shall have been paid and 
discharged in full, any amount remaining in any reserves established for such 
issue or issues, shall, subject to the fulfillment of any agreement pursuant to 
subsection (c) of this section, be applied first, to repaying any unpaid balance 
of any advances or loans (including interest or other increments from the 
investment thereof) which the State has made to such reserves, and thereafter 
iny remaining funds shall be distributed among the local educational agencies 
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which contributed thereto in such proportions as the Authority may determine 
to be equitable, taking into account the respective contributions of such agencies 
thereto and any defaults in payments to the Authority which may have caused 
such reserves to become depleted.’ 


ADDITIONAL METHOD 


Sec. 19. This Act shall be deemed to provide an additional and alternative 
method for the doing of the things authorized thereby, and shall be regarded 
as supplemental and additional to powers conferred by other laws, and shall not 
be regarded as in derogation of any powers now existing; Provided, That the 
issuance of revenue bonds or revenue refunding bonds under the provisions of 
this Act need not comply with the requirements of any other law applicable to 
the issuance of bonds. 


LIBERALLY CONSTRUED 


Sec. 20. The provisions of this Act, being necessary for the welfare of the 
State and its inhabitants, shall be liberally construed to effect the purposes 
thereof. : 


SEVERABILITY 


Sec. 21. If any provision of this Act or the application thereof to any person 
or circumstance is held invalid, the invalidity shall not affect other provisions or 
applications of the Act which can be given effect without the invalid provision 
or application, and to this end the provisions of this Act are severable. 


TIME OF TAKING EFFECT 


Sec. 22. [Insert effective date. ] 

THE CoUNCIL OF STATE GOVERN MENTS, 
1313 East 60th Street, Chicago 87, Il. 

FEBRUARY 22, 1955. 

Mr. Jupp. It may be well to discuss briefly the cases holding un- 
constitutional leases with school-building authorities. The first of 
these cases arose in Maine in an advisory opinion rendered at the 
request of the house of representatives in 1951. The court advised 
the legislature that a State school building authority could be created 
constitutionally without incurring State debt and that the constitu- 
tional prohibition against loans of State credit would not be violated. 
However, the court advised that the aggregate rentals provided in 
any long-term lease entered into by a city or town would constitute 
municipal debt within the meaning of article TX, section 15 of the 
State constitution. As a result, a constitutional amendment was 
adopted in 1951 providing that “long-term rental agreements not ex- 
ceeding 40 years under contract with the Maine School Building 
Authority shall not be debt or liabilities within the provisions of this 
article.” This language, which has since been eliminated, would not 
be necessary if the Maine School Building Authority financed schools 
without long-term rental agreements, as permitted under the pro- 
visions of the bill. 

An attempt to finance a school building through a locally organized 
nonprofit corporation was also held invalid in Wisconsin last year. 
The school district proposed to lease vacant school lands to the cor- 
poration which would mo the leasehold interest as security for 
its bonds. This plan was held constitutional in the lower courts, but 
while the case was on appeal the highest court of Wisconsin held un- 
constitutional a similar indi by a proposed State office building au- 


7 Subsections (4) and (e) of section 18 are designed to give the States the maximum 
opportunity to receive the return of funds they have advanced to the Authority consistent 
with provisions of the pending Federal legislation. 
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thority, and following this precedent reversed the lower court’s de- 
cision in the school-building case. The ground of these decisions was 
that debt is created whenever the State or one of its subdivisions per- 
mits a mortgage to be placed upon public land. 

This decision does not mean that the State cannot finance buildings 
by lease arrangements. As a matter of fact, a great many of the 
buildings now standing at the University of Wisconsin and various 
State teachers colleges were financed through lease arrangements with 
nonprofit building corporations. We have had the advantage of dis- 
cussing the Wisconsin cases with the assistant attorney general in 
charge of these matters and he has advised us that negotiations are 
now being completed to finance buildings at the University of Wis- 
consin and two State teachers colleges by notes of building corpora- 
tions secured by rental agreements with the State. I am also advised 
that the State expects to finance a State office building through an 
authority but without a mortgage. 

In our opinion, the authority financing school buildings is prac- 
ticable in Wisconsin, in spite of that case, even with long-term rental 
agreements, 

Then in 1952 the Supreme Court of Florida declared unconstitu- 
tional a local school building authority organized in Volusia County. 
However, a year later the same court sustained a contract to build a 
school between Leon County and the State board of control. While 
the Florida cases are not entirely clear, it appears that the difficulty in 
the Volusia case was that the agreement was between one county 
agency and another and that bona fide leases negotiated between sepa- 
rate governmental units will be sustained. 

The committee will note that the leases held unconstitutional in 
these three States were all long-term and all with purchase options; as 
I have stated, the bill before you does not require leases with these 
provisions. 

Mr. Chairman, that concludes my statement. Mr. Moore and I 
would be glad to answer any questions relating to the legal opinions 
I have expressed. 

Mr. Ketuey. We will start off here with Mr. Perkins. The Chair 
recognizes you for any questions you may have, Mr. Perkins. 

Mr. Perxins. Mr. Chairman, I would, of course, like to ask the gen- 
tleman if his firm represents investment bankers. I presume it does 
not. 

Mr. Jupp. No, we do not, Mr. Perkins. 

Mr. Perxuns. Did your firm help to write this bill? 

Mr Jupp. Our firm -began its studies before the bill was in final 
form. I d6 not think I would say that we helped to write it. We 
advised the Secretary about what the constitutional problems were 
that would have to be faeed in the various States, and that the bill 
must be framed to meet them. 

Mr. Perxrxs. In other words, you just offered suggestions? 

Mr. Jupp. We offered legal advice. 

Secretary Hopsy. Mr. Chairman, may I say that neither Mr. Judd 
nor Mr. Moore nor their firm were used as bond consultants. In our 
expert testimony on title I we will bring before this committee the 
bond and investment bankers with whom we did consult on title I. 

Mr. Perkins. Were you paid for your service in this connection? 


5952i—55—pt. 2-9 
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Mr. Jupp. Mr. Perkins, we were making a study for the Govern- 
ment Affairs Foundation. The Government Affairs Foundation has 
paid us for that study. I have no arrangement for pay for coming 
down here today. I am coming as a volunteer service to be of assist- 
ance to the Federal Government as much as I can. 

Mr. Perxws. Now, under title I of the bill—I thought I had a copy 
of the bill here. 

Mr. Jupp. I might say, sir, that we did not study b ype my the 
problems in title I. I think our work was confined to the agency 
financing under title IT. 

Mr. Perxins. I have no further questions at this time, Mr. Chair- 
man. 

Mr. Ketter. Mr. Elliott. 

Mr Exxiorrt. I would like to ask the gentleman what is the Govern- 
ment Affairs Foundation, Inc., of New York City, which employed 

ou to make the study which you referred to and that led you to 
Conte adviser in this particular matter? 

Mr. Jupp. It is a nonprofit corporation which was set up several 
years ago with authority to study various problems relating to the 
structure of government today and the needs of present-day culture 
which has particularly devoted itself to the problems of metropolitan 
areas where both financing and government structure have to be 
adapted to mobility, to growth and the separation of communities. 

Mr. Etzsorr. Who are the principal stockholders of the Government 
Affairs Foundation ? 

Mr. Jupp. It has no stockholders, Mr. Elliott; it is entirely a 
membership corporation. 

Mr. Extorr. Who are the principal members? 

Mr. Jupp. I do not know that I would tell you. The president of 
Government Affairs Foundation is Mr. Frank Moore, who was comp- 
troller of New York State for a number of years, and Lieutenant 
Governor of New York State. My partner, Nathaniel Goldstein, is a 
trustee of the foundation, and Mr. Rodman Rockefeller, I think, is a 
trustee of the foundation. I am not sure just who the others are. 

Mr. Exrorr. I do not quite understand the purpose of the foun- 
dation. I do not want to belabor this point too much, but I want to 
understand who you are working for, and I think we have a right to 
know that as you appear as a witness before the committee, and I 
do not quite understand from what you have said just what your 
employment is. What does the foundation attempt to do? It is a 
group of people who are interested in just State and municipal 
government, or something on that order, is that what it is? 

Mr. Jupp. It is substantially that, Mr. Elliott. Urban problems 
and metropolitan area problems throughout the Nation have some 
degree of similarity as population expands into the suburbs and the 
relations between the incorporated city and the satellites and suburbs 
have to be considered in order to allocate the burden of providing 
service and working out methods of financing and methods of co- 
operation between Government units so that the needs of the people 
in those urban areas can be ranigeny doghbar 

There are many ramifications of that work, and what we are study- 


ing today is merely one of them. Our study devoted itself to consti- 
tutional provisions on tax and debt limits generally. We have culled 
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from that the portions which have some bearing on school facilities or 
educational facilities in order to present them to the committee. 

Mr. Exasorr. You are the counsel for this group for this particular 
study you have mentioned ? 

Mr. Jupp. That is right, sir. 

Mr. Exsaorr. And the part of the study you have made, at least 
you have culled out from that general study the parts which pertain 
to schoolhouse construction by means of the authorities you have dis- 
cussed here ? 

Mr. Jupp. That is right. 

Mr. Exxrorr. You do not have members in other States? 

Mr. Jupp. I think we may. I think it has contributors outside 
New York State. 

Mr. Exntorr. Mr. Judd, as I understand it, you are satisfied beyond 
any doubt, beyond any reasonable doubt, that the system set up by 
this bill, particularly title IT, is constitutional, that there are no con- 
stitutiontl questions involved here under title II which would give you 
any worry as a lawyer. You think if we put into effect title II we 
wouldn’t have any great constitutional problem in connection with 
it? 

Mr. Jupp. I feel confident of that, Mr. Elliott. We could in many 
States do more than what is done in title II but title IT could oper- 
ate constitutionally in every State. 

Mr. Perxrns. Does your firm represent any bonding houses in New 
York City? 

Mr. Jupp. We do not, Mr. Perkins. The nearest we would come, 
and it would not come in that category, is this: We represent Bank 
Fiduciary Fund which has been formed recently as a mutual invest- 
ment company for small trust companies throughout the State. That 
is an organization supervised by the State banking department. The 
are not underwriters; they are simply a sort of common trust for small 
companies, 

Mr. Perxtins. Of course that particular group of bankers would 
be eligible to bid on bonds of this type floated by the school-building 
authorities. That is correct; is it not? 

Mr. Jupp. I think they would be eligible but I know they have not 
considered this particular project. 

Mr. Perkins. The point about which I am concerned is this: Don’t 
you think we are going a long wir to tell the States to enact legisla- 
tion to set up school-building authorities before they will be able to 
participate in a school construction program ? 

Mr. Jupp. I don’t understand, Mr. Perkins, we are telling them that 
they must. It is optional whether they will set up the school-build- 
ing authority. 

Mr. Per«ins. In other words, if they don’t do it under this plan 
they certainly cannot participate. Is that statement not correct? 

Mr. Jupp. They have to have some school-building agency to par- 
ticipate under title IT. 

Mr. Perxins. How long do you estimate it would take to get the 
school-building authorities set up throughout the Nation? How 
nam years? . 

Mr. Jupp. I see no reason, Mr. Perkins, why it cannot be done 


this year. If the legislative session adjourns before Congress decides 
on legislation it is possible to call the legislature back in special session, 
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but since we have met the constitutional problems there are no time 
limits as to passing successive legislatures and submitting to a vote 
of the people as there would be if constitutional amendments were 
necessary. 

Mr. Perxtns. We have a school-building authority down in Ken- 
tucky, with the various fiscal courts acting as holding companies, and 
in certain areas it works fine where we have a lot of wealth. In other 
areas where we do not have that wealth, particularly in the district 
that I represent, in the coalfields in east Kentucky where today only 
one-third of the miners are employed, and it is difficult to operate the 
schools, we are paying the teachers only approximately $2,000 in 
salary, would not this operation continue to eat into the operation of 
the school plant ? 

Mr. Jupp. I am going to throw part of that to Mrs. Hobby, Mr. 
Perkins, because it goes beyond legal problems. However, I would 
say this—— 

fr. Perxtns. I am speaking of the Seventh District. I am not 
speaking of the State of Kentucky as a whole. 

Mr. Jupp. I understand that Kentucky operates through local 
school-building agencies. This bill contemplates that there would be 
one State agency in each State, and consequently that the State credit 
would be made available for both r and wealthy school districts. 
I do not mean the State credit but I mean the facilities of that State 
agency. 

a Perkins. Well, as a matter of common knowledge and your 
experience as a lawyer, don’t you know that it is going to take years 
to sell this State school-building authority to the various legislatures 
in this Union? ‘ 

Mr. Jupp. I do not know that, Mr. Perkins. I will let Mrs. Hobby 
answer but I will give this legal precedent that I have. When Con- 
gress adopted the unemployment insurance compensation law during 
the 1930's, it was entering into a field which was new to most States. 
But because it was making privileges available to the States, dependent 
on the States enacting legislation, every State had enacted legislation 
to meet the requirements within a couple of years. 

Mr. Perxtns. I will yield to Mr. Metcalf. 

Mr. Mercatr. I was a member of the Montana Legislature at the 
time we were in an economic crisis in this country, and unemploy- 
ment compensation and social security laws were being enacted. We 
were called into special session and passed these various bills in 
order to accept money from the Federal Government not only for 
unemployment compensation but for other FERA, WPA, and all 
those agencies being established at that time. 

The cost to the State of Montana was $100,000 to call a special 
session of the legislature which lasted 4 days. 

I want to call your attention to the fact that in almost all of these 
States there will have to be at least a special session of the legislature 
if it costs a minimum of $100,000 to enact enabling legislation. There 
is a half-million dollars gone already which should be spent for 
school construction. 

Secretary Hossy. Might I comment on Mr. Metcalf’s problem, Mr. 
Chairman? 

Mr. Ketzey. Yes. 
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Secretary Hozpsy. Of course it costs money to call special sessions 
of the legislature, but in my opinion you would have to call a special 
session of the legislature under any kind of Federal aid to education. 

If you will remember from the charts, I believe there are 22 States 
which give various types of State aid—some to maintenance and op- 
eration, some to special types of school districts, such as centralized 
school districts, or as some States call them, union school districts, 
But I believe you will find that under any bill which has been intro- 
duced for Federal aid that you will have to have legislative authority 
either of an enabling or accepting nature. 

Mr. Mereaur. Mrs, Secretary, I have not made a survey of the laws 
such as you have. I recall noticing the chart which you mention. 
However, I would guess, just a horseback opinion, if you please, that 
those laws which we passed back there in the thirties to enable the 
States to accept this Federal money for these various activities are 
applicable so that the States can also accept grants, outright grants 
in aid for school construction. 

Secretary Hoppy. I am not prepared to answer that because I do 
not know, but from my experience with State legislatures, and I see 
you know something about one, too, it does take State matching. I 
suppose all these gentlemen know the appropriation problems in State 
legislatures. So there would have to be State matching of any of 
these funds which again, unless the Governor had sufficient funds in a 
contingent or emergency fund, and it did exist, you still would have 
to have money appropriated. 

Mr. Mercaur. [ understand, and I do not want to belabor this point. 
However, as the members of our subcommittee which considered this 
matter last year under the chairmanship of the gentleman from 
Pennsylvania, we felt that the matching would come, that is the State 
matching would come, from the local districts in some instances. Of 
course you could start this matching program from the local districts 
who could float bond issues within 40 and 50 days—by calling an elec- 
tion, and so on. 

Secretary Horny. Then how do you, if that is true, sir, establish 
the needed districts under that kind of proposal ? 

Mr. Mercaxr. Well, there are districts which can pay just the same 
as there are States. We all agree they can pay part of this. They 
just need help and incentive. 

Secretary Hornsy. But you would have to establish a priority sys- 
tem under that plan; would you not ? ‘ 

Mr. Mercatr. We are going to let the chief school officer of the 
State or the board of education, or whatever agency the State uses to 
administer its educational activities, establish the priorities if they 
want. We are not going to go in and tell the States what priorities 
they have to establish. 

Secretary Hosry. But you still will not be sure unless there is some 
way of determining the neediest districts that your Federal dollars 
have been used to help the community which cannot build. 

Mr. Mercatr. We can never be sure. But I can tell you from my 
experience with the State of Montana, where the State superintendent 
of public instruction is an elected officer, that she had better appor- 
tion this Federal money to the neediest district. 

Mr. Exxzorr. I now yield to Mr. Perkins. 
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Mr. Prrxtns. Mrs. Hobby, I see some merit in your proposal as a 
long-range plan. But I have in mind school districts which need help 
within the next 60, 90, 120 days, or within the next year. 

Under the emergency school bill introduced by Senator Hill, the 
only thing which would be necessary in Kentucky would be for the 
superintendent of schools to certify to you the needy districts in those 
areas of the State where they are ready to match Federal funds after 
they submit their plans for approval. 

Mr. Gwinn. Will you yield? 

Mr. Perkins. One moment please. And it takes into consideration 
the per capita income, effort, and the number of children just the same 
as your bill takes into consideration the requirements that that local 
school district make the maximum effort. 

Mr. Gwinn. Will the gentleman yield for a question? 

Mr. Perxrins. I would like to ask you if you can go along with the 
bill such as Senator Hill has introduced, as emergency bill to get 
money into these school districts immediately ? 

Secretary Horsy. There are about 3 or 4 parts at least to your 
question, Mr. Perkins. 

Mr. Perxrns. Yes. 

Secretary Hosry. I will take them as I remember them, and if I do 
not remember them all, will you refresh my mind? 

I would like Doctor Brownell to comment on one phase of it. 

In the first place it would seem to me that when — are talking 
about the Seventh District which you represent in Kentucky, that 


under these proposals, if your district is a needy one with proved need 
and proved lack of local income, it could be helped and helped imme- 


diately. 

Nast ps qualify by using either title I or II for assistance under 
title TTT. 

If you needed a $500,000 fund for a school district and you had the 
economic resources for only $400,000, that is where title ITI could 
help school districts which haven’t the economic resources to build the 
kind of school buildings they need. 

The school district in your community I believe can get relief as 
quickly as it can under any other bill. 

This answers the long-range question: I see nothing long range 
about a plan which attempts to put the children of the United States 
in adequate school housing by the school year 1959, 1960. That is not 
long range, when we remember that this school-housing shortage has 
been developing since 1930; under any other plan before this com- 
mittee or before the Congress, unless you were to appropriate in the 
realm of 6 or 7 million dollars, you could not eliminate the school- 
housing shortage. 

You will recall from one chart which was shown here what the 
impact of $1 billion would be on the classroom shortage in this coun- 
try. That is why I said yesterday, and I repeat again today, that 
any attempt to solve the classroom shortage in the United States which 
does not evoke aid from the school districts and from the States will 
never be sufficient to house our children. 

As to the third question, if I had been for the kind of bill that you 
refer to, as an emergency bill, if I had believed that it would have 
worked I would have been for it. I do not believe that it will work. 
I think it will deter many school districts in this country from floating 
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bond issues and building schools that are perfectly able to do so, in the 
hopes that if they delay they will get Federal money. 

I believe the Aras pe Reis of this Nation will best be served by 
an effort in the next 5 years that will build 176,000 classrooms more 
than the 300,000 that will be built if present rates of construction are 
maintained. 

Then I want to go back to the question of matching, Mr. Perkins. 
If the purpose of the Federal Government is to eliminate this class- 
room shortage, it certainly should do so in some way that will require 
the maximum of State and local effort in the field of education. I 
do not think the purpose of any Federal aid bill is simply to match 
funds presentl ing used for schools because then you are only 
adding Federal dollars to State and local dollars, not evoking funds 
that presently aren’t being used. 

If we are to solve this classroom shortage, and I know how concerned 
many of you gentlemen who have been on this committee for a long 
time and have had this problem before you are, and you know all of 
the interests which attach themselves to a bill on Federal aid to educa- 
tion, I think here you have a bill, Mr. Perkins, which could eliminate 
the classroom shortage by 1959 and 1960, and I for one, sir, do not 
believe that any of the States shown here are so careless of the interests 
of their children that given an opportunity they will not respond, 
because I have that kind of confidence in the State governments. 

I think the last year has been the most heartening, it has been the 
most heartening year in school construction. The States and local 
communities are aware, that there is a national concern now about 
shortage of classrooms. You give local school districts a chance to 
cooperate and you will find them cooperating. They want school 
buildings just as much as we sitting here in Washington want them. 

Doctor Brownell, did you want to comment ? 

Mr. Boscu. I would like to ask Mr. Judd some technical questions 
on his testimony. 

Mr. Ketury. Ask Mr. Elliott to yield to you. 

Mr. Boscn. I don’t want to get into a general discussion. 

Mr. McConnetxz. Will you yield, Mr. Elliott ? 

Mr. Extiorr. I have yielded to Mr. Perkins. 

Mr. Perxtns. Mrs. Hobby, I do not question your sincerity in the 
east. 

Secretary Hossy. That is very encouraging. : 

Mr. Perxins. That is right. Under title ITI you provide $200 
million for the next 3 years, which is a aexhivately $66 million an- 
nually for school construction. I feel that I am acquainted with the 
school needs of the district that I represent. I will speak of my home 
county now. In my home county we have a population of 21,000, 
and the grade-school building is an old wooden building which is more 
than 50 years old. The only two good high schools that we have in 
the county were constructed under the Roosevelt administration with 
the assistance of PWA. 

The largest high school that we have in my district, at Belfrey in 
Pike County, Ky., where today there are about 750 high-school chil- 
dren attending, was constructed back in the PWA days. Many school 
buildings, mostly high schools, were constructed with PW A assistance, 
but for the Federal help that we received back then our overcrowded 
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condition would be alarming—and that has tided us over—if we do 
not come along here with an emergency program and make the ap- 
propriation large enough, where the State of Kentucky and other 
needy States at least get sufficient money to meet most urgent needs 
next year instead of 4, of $66 million, I feel that we will be derelict 
in our duty. 

Secretary Hogsy. I do not know with,the experience of the WPA 
combination-loan-grant for your district—— 

Mr. Perkins. It was on a matching basis. 

Secretary Hossy. Combination loan grant. 

The type of experience to which you refer in Kentucky is reflected 
im this bill, though I canont detail for you what the specific local 
experience was in Kentucky. 

But the national experience on school districts paying out under the 
WPA purchase of bonds of school districts was a very favorable one. 
So I should think that in your particular situation you would see 
great merit in just what is here, because it is a loan and a grant which 
would enable your district to build its much needed classrooms. 

Now, sir, as to the second point, I do not feel that I am qualified to 
comment on it because I think that is a matter for congressional 
decision. 

When this committee and the Congress reviews bonding limits and 
assessment practices among the 48 States, the Committee and the Con- 
gress ought to decide how to evaluate one State’s efforts against 
another’s. 

Mr. Exxiorr. Let me yield back to you, Mr. Chairman, and let you 
control the situation. 

Mr. McConnetx. The reason I asked you to yield was because of 
the time. 

Would you develop with Mr. Judd the second paragraph and part 
of the third on page 3? 

There are at least 33 States which have used some type of authority or 
revenue bond financing to build dormitories or other educational buildings. 

I wonder if we can develop with him through your questioning, 
Mr. Elliott, the names of those States and some of the types of issues. 

Mr. Ketiey. Mr. Judd and the others are here to answer questions 
on the legality of this measure. I would ask the members not to 
digress from that. These are questions which you developed a moment 
ago which should have been asked yesterday or the day before. 

While Mr. Judd and Mr. Moore are here we had better ask ques- 
tions with regard to the legality of the act. 

Mr. Ex.ziorr. Mr. Moore, you heard the question put by Mr. Mc- 
Connell, drawn from paragraph 2, page 3, in which you make the state- 
ment that there are 33 States which have used some type of authority 
or revenue bond financing to build dormitories or other educational 
buildings. 

You Farther make the observation that what you propose is not a 
novel or untried device, and utilizes a plan of financing which has 
been widely established. 

Will you elaborate somewhat on the statements cf that paragraph?’ 

Mr. Moorr. Mr. Elliott, I do not know how to elaborate except to 
give you the names of the States. 
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Mr. Haaaors. Would you furnish the names for the record of those 
States ? 

Mr. Moorg. I will be glad to do so. 

Mr. Kettey. Without objection it will be part of the record. 

(The information referred to is as follows :) 


List oF STATE AGENCIES AUTHORIZED To IssuzE REVENUE Bonps To FINANCE 
EDUCATIONAL FACILITIES 


The following is a list of public agencies authorized to borrow funds to con- 
struct buildings for educational purposes without pledging State credit and with- 
out incurring debt in a constitutional sense. The list was prepared without in- 
dependent verification from Moody’s Governments and Municipals, 1954, and does 
not necessarily include every agency which has issued revenue bonds. In a few 
instances agencies not included in the Moody’s list have been added. The list 
is divided into two parts: 


Part I includes agencies whose obligations are payable from rent received 
from another public body ; 

Part II includes obligations payable primarily from student fees and 
charges, land-grant funds, oil royalties and other restricted funds. 


PART I 
Georgia : 
Georgia State School Building Authority 
University System of Georgia Building Authority 
Illinois: University of Illinois Foundation 
Indiana : 
Indiana School Building Authority 
Numerous local school corporations 
Kentucky : 
Numerous local school building corporations 
Lease-purchase contracts with separate units of government 
Maine: Maine School Building Authority 
Massachusetts : 
University of Massachusetts Building Association 
Lowell Textile Institute Building Association 
Nebraska : 
Kearney College Corp. 
University of Nebraska Corp. 
Pennsylvania : 
General State Authority 
Pennsylvania Public School Building Authority 
Numerous local school building authorities 
Wisconsin: Numerous non-profit building corporations organized by University 
of Wisconsin and various States teachers college 


PART It 


Alabama: 
Alabama Agricultural and Mechanical College 
Alabama Polytechnic Institute 
Alabama College 
Alabama State Teachers College 
University of Alabama 

Arizona : 
Arizona State College 
Arizona State Teachers College 
Arizona State School for Deaf and Blind 
University of Arizona 

Arkansas: 
Arkansas A. and M. College, Monticello 
Arkansas A. and M. College, Magnolia 
Arkansas State College, Jonesboro 
Arkansas State Teachers College, Conway 
Arkansas Polytechnic College 
Henderson State Teachers College 
University of Arkansas 
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California: University of California 
Colorado: 
Adams State Teachers College of Southern Colorado 
Colorado State College of Education 
Colorado State College of Agriculture and Mechanics 
University of Colorado 
Western State College of Colorado 
Florida : 
Florida A. and M. College 
Florida State University (at Tallahassee) 
University of Florida (at Gainesville) 
Georgia: 
Georgia Military College 
Georgia School of Technology 
Idaho: 
Idaho State College 
Northern Idaho College of Education 
Southern Idaho College 
State Normal School, Lewiston 
State Normal School, Albion 
University of Idaho 
Illinois : 
Illinois Teachers College Board 
Southern Illinois University 
University of Illinois 
Indiana : 
Purdue University 
University of Indiana 
Kansas: 
Kansas State Teachers College 
Kansas State College 
University of Kansas 
University of Wichita 
Kentucky : 
Kentucky State Board of Education 
Kentucky State College 
Morehead State Teachers College 
University of Kentucky 
University of Louisville 
Western Kentucky State Teachers College 
Louisiana : 
Louisiana State Building Authority 
Louisiana State University and Agricultural and Mechanical College 
Louisiana State Board of Education 
Maryland: University of Maryland 
Massachusetts: Massachusetts State College Building Association 
Michigan : 
Central Michigan College of Education 
Michigan State College of Agriculture and Applied Science 
University of Michigan 
Michigan College of Mining and Technology 
Central State Teachers College 
Western State Teachers College 
Michigan State College 
Michigan State Normal Callege 
Wayne University 
Western Michigan College of Education 
Minnesota: University of Minnesota 
Missisippi : 
Mississippi State College 
Mississippi State College for Women 
University of New Mississippi 
Missouri : 
Central Missouri State College 
Northeast Missouri State Teachers College 
Northwest Missouri State College 
St. Louis University 
Southwest Missouri State College 
University of Missouri 
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Montana: 
University of Montana 
Montana State College 
Montana State Industrial School 
Montana School for Deaf and Blind 
Nebraska: University of Nebraska Dormitory Corp. 
New Mexico: 
New Mexico College of Agriculture and Mechanical Arts 
New Mexico Normal University 
University of New Mexico 
New York: New York State Dormitory Authority 
North Carolina: University of North Carolina 
North Dakota: University of North Dakota 
Ohio: 
Bowling Green State University 
Kent State University 
Miami University 
Ohio State University 
University of Cincinnati 
Oklahoma: 
Oklahoma Agricultural and Mechanical College 
University of Oklahoma 
Oklahoma College for Women 
Central State Teachers College 
East Central State Teachers College 
Northeast State Teachers College 
Southwestern State Teachers College 
Colored Agricultural and Normal University 
Cameron Agricultural College 
Oklahoma Military Academy 
Conners Agricultural College 
Panhandle Agricultural and Mechanical College 
Murray State School of Agriculture 
University Preparatory School and Junior College 
Hastern Oklahoma Agricultural and Mechanical College 
Oregon: 
Eastern Oregon Normal School 
Oregon State Agricultural College 
Oregon State Board of Higher Education 
University of Oregon 
Pennsylvania: Pennsylvania State College 
South Carolina : 
University of South Carolina 
The Citadel 
Clemson Agricultural College 
Winthrop College 
Texas: 
Agricultural and Mechancial College of Texas 
East Texas State Teachers College 
North Texas State Teachers College 
Sam Houston State Teachers College 
Southwest Texas State Teachers College 
Stephen F. Austin State Teachers College 
Sul Ross State Teachers College 
Texas College of Arts and Industries 
Texas College for Women 
Texas Technological College 
University of Texas 
West Texas State Teachers College 
Vermont:* University of Vermont and State Agricultural College 


1 Part of bonds are guaranteed by State after 60 days’ default. 
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Virginia : 
Mary Washington College 
Medical College of Virginia 
State Teachers College, Farmville 
State Teachers College, Harrisonburg 
State Teachers College, Radford 
University of Virginia 
Virginia Military Institute 
Virginia Polytechnic Institute 
Virginia State College for Negroes 
Washington: 
Eastern Washington College of Bducation 
State College of Washington 
University of Washington 
West Virginia: 
Bluefield State Teachers College 
Concord State Teachers College 
Glenville State Teachers College 
Marshall College 
New River State College 
Potomac State School 
West Liberty State Teachers College 
West Virginia State College 
West Virginia University 
Wyoming: University of Wyoming 
GOLDSTEIN, Jupp & GURFEIN. 


New York, N. Y., April 5, 1955. 


Mr. McConnetu. Do you know the types they have used? I want 
that specifically. Will you give those to the committee ? 

Mr. Moore. I would say the majority of them are not arrangements 
in which the payment to the dormitory authority takes the form of 
rent from the State government. The majority are bonds which are 


retired from student fees and student rental fees for the rooms. 

There are, however, dormitory authorities in several States in which 
rent is paid. Wisconsin is one, Massachusetts is one. 

I would say in about two-thirds of the 33 States a separate public 
corporation is not organized to issue the bonds. The bonds are issued 
by the board of regents, board of trustees of the State universities, 
board of public instruction, or whatever the educational authority is 
in the State. 

The bonds are payable only from the special fund deriyed from these 
student fees, rentals, and so forth. 

In about one-third of the States I would estimate a separate corpo- 
ration is organized which may be an authority in most States, or in 
a few States it may be a nonprofit membership corporation organized 
under the general corporation laws of the State. 

Mr. Ketiey. Mr. Elliott, will you yield to Mr. Wainwright ? 

Mr. Warnwricnt. I could like to ask this question: Could any of 
the authorities to which you refer, the 33 authorities, be used now in 
place of title IT here without a meeting of the State legislature! 

Mr. Moore. In my opinion they could not. 

Mr. Ruopes. Are any of these authorities which you mentioned 
now in default in any of their bonds ? 

Mr. Moors. I know of none. My guess would be that none are in 
default. 

Mr. Ruopes. This probably would be directed to Mr. Judd. As I 
understand the type of contract which would be entered into between 
a school district and a building authority, it would be a contract for 
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1 year with a series of options of renewal at the option of the school 
district only. 

Mr. Jupp. Yes. 

Mr. Ruopes. Would the contract further contain a provision that 
if the options are renewed for a stated number of periods that the title 
would then be vested in the school district ¢ 

Mr. Jupp. It would be up to the States, sir, whether there is such a 
provision or not. In States where such a provision might create con- 
stitutional doubts I would assume that that would be omitted. 

Mr. Ruopes. That is the lease-purchase feature ? 

Mr. Jupp. Yes, 

Mr. Roosrvertr. Will Mr. Judd or Mr. Moore come back if we don’t 
all get around ? 

Mr. Jupp. Mr. Chairman, I have subjected myself to the jurisdic- 
tion of the committee. If the hearing goes over until tomorrow we 
will be here. 

Mr. Ketxey. It will not be tomorrow but after Easter. 

Mr. Jupp. I would think either Mr. Moore or I could be back. I 
don’t know about a particular day if it is not fixed. 

Mr. Roosevett. The reason I ask is that I do not want to interrupt 
anyone else on the way around. 

Mr. Keuiey. We have been a long time getting around—too long. 

Mr. Perkins. In spite of Mr. Judd’s generous statement your sug- 
gestion was a good one. While we have them here if we could do as 
much as possible on the legal and constitutional aspects, and Mrs. 
Hobby and Dr. Brownell can come up again on the point 3 questions. 

Mr. Kearns. One thing I am quite concerned about here is this: 
With all these authorities that we have in the 33 States, if we go in 
with this Federal bond proposal and the Federal Government obli- 
gates itself to buy up to 80 percent of those bonds in some of the com- 
munities, how is this authority going to make an accounting in that 
State when they get Federal money involved, and especially as we 
hated ere yesterday, they will have to buy long-term bonds in certain 
issues 

Mr. Jupp. Mr. Kearns, I think the purchase of bonds by the Federal 
Government is restricted to bonds of local school districts under title 
I. Under title II there would be some accounting necessary because 
there would be contracts between the State authority and the local 
agency, and there would be Federal and State reserve funds. But 
that has been done in many authorities. 

We have listed 33 States where there are educational authorities, but 
we have authorities for all types, not necessarily authorities but cor- 

orations of all sorts for all types of public works in the various 
tates. 

There are 40 States which have housing authorities, and those in- 
volve use of both Federal, State, and sometimes city funds, and the 
accounting has been entirely practicable. 

Mr. Kearns. We have a terrible time today when we want to dis- 
solve one of these housing authorities because Federal monies are 
there and we go through more litigation than anyone would care to 
go through. 

I am afraid you will have conflict there once you start the Federal 
bonds going. 
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Mr. Jupp. I would hope that the accountants and the representatives 
of the State agencies could work that out with the Office of Education. 

Mr. Ex.iorr. You refer on page 3, Mr. Judd, in the second para- 
graph, to those relatively few cases in which proposed building leases 
have been held unconstitutional. 

Could you expand on that statement a bit? 

Mr. Jupp. That is covered mainly by the material which begins at 
the bottom of page 4 and runs over through pages 5 and 6 of my 
statement. 

Mr. Ex.xiort. In other words, there you refer to the State of Wiscon- 
sin, for instance, and the other States you have spoken of here? 

Mr. Jupp. That is right. There may be one or two other cases but 
they are in the same general category. 

Mr. Exxiorr. That is all, Mr. Chairman. 

Mr. Ketter. Mr. Metcalf? 

Mr. Mercatr. I want to say, Mr. Chairman, I have some questions 
about interest rates and so forth. As I understand it, that will be 
covered by expert testimony later. 

Secretary Hosry. That is right. 

Mr. Mercatr. By restricting examination to just the legality here 
does not waive any right to discuss Title I or anything else. 

Mr. Ketiry. While we have these witnesses here we want to stick 
to the legal phases. 

Mr. Mercatr. I call your attention to chart 2 which Dr. Brown- 
ell presented, called specifications of school building agency. There 
is an asterisk after each one. That means the district receives title 
when obligations to the agency have been met. 


When Mr. Martin appeared before this committee last October the 
question was asked : 


In these authorities is there provision for reversion of the building to the 
school district after the bonds have been retired ? 


The answer was: 


No, because if there were then through another technicality it comes within 
the meaning of not being able to obligate themselves beyond 7 percent of their 
assessed valuation. 

My question is this: Even in the authority in Pennsylvania there is 
no provision for the district receiving title when the bonds are retired. 

Mr. Jupp. Mr. Metcalf, I put a different interpretation on that 
chart. I thought those were just decorative dots to indicate each 
paragraph. They do not refer to the district receiving title. 

Mr. Mercatr. Then let us talk about the statement there at the bot- 
tom of the chart which states : 


District receives title when obligations to the agency have been met. 


In the model district, the pilot program in Pennsylvania, we are 
told that the district does not and cannot receive title. 

Mr. Jupp. I think Mr. Moore has the answer to that, Mr. Metcalf. 

Mr. Moore. On page 16 of a copy of a bill I have, which is Senate 
968, at the bottom of the page, line 21. 

Our understanding of that provision is that it is optional with the 
State as to whether it wishes to provide for conveyance of title to the 
school district. 
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The State law may provide, as the Pennsylvania law does, no legal 
obligation to transfer title to the school district when the bonds have 
been retired. 

However, it is contemplated in Pennsylvania that the legislature 
will probably wish to make that conveyance when the time comes. 

Mr. Mercaur. I understood that was the fact. That is perhaps true 
in most of these States, is it not, that that item will prevent the opera- 
tion of an authority or agency ¢ 

Mr. Jupp. I do not think so. [If it is optional with the State whether 
to call for such a conveyance, then a contract can be made which does 
not call for such a conveyance and which does not violate the State 
requirements. 


Mr. Mercaur. In most of the States it would probably violate it, 
would it not? 

Mr. Mercarr. If it would violate it in a long-term lease it would 
certainly be a violation to provide that title was to revert at the ter- 
mination of these lease-purchase arrangements. 

Mr. Jupp. It depends on the cases in the individual State. If you 
want to give us a State we can analyze it. Buta long-term lease with 
an option to purchase is not necessarily a debt for the full amount. 

Mr. Mercatr. I have a rundown of the cases that you have. I 
assume that in your letter which you have incorporated, you have cited 
these cases which are authority for your statement here. Is that 
correct ¢ 

Mr. Jupp. We have not cited them. 

Mr. Mercaur. Will you prepare a table of citations so that I may 
run down the cases and read them myself ? 


Mr. Jupp. We can do that between now and the next hearing. 
Mr. Merca.r. I ask that be incorporated in the record. 

Mr. Ketiey. Without objection. 

(The information referred to is as follows :) 


CASES ON CONSTITUTIONALITY OF LEASE-PURCHASE OBLIGATIONS WITH PUBLIC 
CORPORATIONS 


The following States have absolute constitutional debt limitations applicable 
to one or more local units of government which finance school construction: 
Alabama, Arizona, Florida, Georgia, Illinois, Indiana, Iowa, Kentucky, Loui- 
siana, Maine, Missouri, Montana, New Mexico, New York, North Dakota, Okla- 
homa, Pennsylvania, South Carolina, South Dakota, Utah, Virginia, Washington, 
West Virginia, Wisconsin, and Wyoming. Some of the other constitutions impose 
no absolute limits but require a referendum before debt may be incurred for 
school construction purposes. 

The following is a list of significant judicial decisions relating to the con- 
stitutionality of lease-purchase contracts with public corporations. These cases 
are arranged alphabetically by States. Cases arising under the constitutional 
debt restrictions on State governments are included for their general interest 
even though the State concerned has no constitutional limit applicable to school 
districts: 

Opinion of the Justices (252 Ala. 465, 41 So. 2d 761 (1949)) sustaining the 
construction of a State office building for lease to State agencies, the rentals to 
be paid only out of appropriations. 

Opinion of the Justices (251 Ala. 91, 36 So. 24 475 (1948) ) holding invalid the 
proposed Alabama Building Corp. with power to rent an office building to the 
State under a 30-year lease. 

Incorporated Town of Ozark v. Ozark Water Co. (190 Ark. 872, 81 S. W. 2d 


920 (1935)) upholding a 50-year contract to pay $40 per year for hydrants, if 
used. 
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City of Little Rock v. White Co. (193 Ark. 837, 103 S. W. 24 58 (1937) ) holding 
invalid a contract of purchase with payment deferred until the following fiscal 
year. 

Dean v. Kuchel (35 Cal. 2d 444, 218 P. 2d 521 (1950)) upholding a lease- 
purchase contract with a builder for construction of a State office building. 

County of Los Angeles vy. Byrany (36 Cal. 2d 694, 227 P. 2d 4 (1951) ) upholding 
a lease-purchase contract for construction of a court building between the 
county and the county retirement association. 

Heberer v. Board of Commissioners of Chaffee County (88 Col. 159, 293 P. 349 
(1930) ) upholding a lease-purchase contract for construction of a county court- 
house. 

Cochran v. Mayor etc. of Middleton (14 Del. Ch. 295, 125 Atl. 459 (1924)) 
upholding a lease-purchase contract for construction of an electric plant based 
on a 1-year lease with options to renew for 2 additional years and to purchase 
the plant for $1 at the end of the third year. 

State v. Board of Control (65 So. 2d 469 (Mla., 1953)) upholding an 
agreement by a county to pay an annual sum for the education of students at 
a demonstration school. 

State v. Volusia County School Building Authority (60 So. 2d 761 (Fia., 1952) ) 
holding invalid a lease agreement with a local school authority 

State of Florida v. City of Miami (150 Fla. 270, 7 So. 2d 146 (1942)) upholding 
a lease-purchase contract between the city and Dade County for construction of 
a hospital. 

Sheffield v. State School Building Authority (208 Ga. 575, 68 S. E. 2d 590 
(1952)) upholding a lease-purchase agreement with a State school building 
authority 

Williams et al. v. City of Emmet (51 Idaho 500, 6 P. 2d 475 (1931)) holding 
invalid a lease-purchase contract for a street sprinkler. 

Loomis v. Keehn (400 Ill. 337, 80 N. E. 2d 368 (1948) ) upholding lease agree- 
ments with the State armory board. 

Protsman v. Jefferson-Craig Consolidated School Corp. (231 Ind. 527, 109 N. E. 
2d 889 (1953) ) upholding a 30-year lease with a local school building corporation. 

State ex rel. Fatzer v. Armory Board (174 Kan. 369, 256 P. 2d 148 (1953)) 
upholding State leases contingent upon appropriations to finance construction of 
armories. 

Scott County Board of Education v. McMillen (270 Ky. 483, 109 S. W. 2d 1201 
(1937) ) upholding school construction under the holding company plan, i. e., 
1-year lease with annual renewals for not more than 30 years. 

Caldwell Bros. vy. Board of Supervisors of State University (176 La. 825, 
147 So. 5 (1933)) upholding dedication of special taxes to the retirement of 
obligations not backed by State credit. 

Opinion of the Justices (146 Me. 295, 80 Atl.2d 869 (1951)) advising that 
long-term rental agreements with a school building authority would constitute 
debt. 

Opinion of the Justices (146 Me. 183, 79 Atl.2d 753 (1951) ) advising that leases 
with a proposed office building authority would constitute State dept. 

Reynolds v. City of Waterville (92 me. 292, Atl. 553 (1898)) stating that a 
long-term lease would not constitute municipal debt but that a lease-purchase 
contract for erection of a city hall would constitute debt. 

Walinske v. Detroit-Wayne County Joint Building Authority (325 Mich. 562, 
39 N. W. 2d 73 (1949)) upholding a long-term lease-purchase contract for con- 
struction of an office building. 

Ambrozich yv. City of Eveleth (200 Minn. 473, 274 N. Y. 635 (1937)) holding 
that a 10-year lease did not constitute debt. 

Edwards House Co. v. City of Jackson (132 Miss. 710, 96 So. 170 (1923)) 
holding that an installment-purchase contract constituted debt. 

Grand River Township v. Cooke Sales & Service, Inc. (267 8. W. 24 322 (Mo., 
1954) ) holding invalid an installment-purchase contract. 

Geboski vy. Montana Armory Board (110 Mont. 487, 103 P. 24 679 (1940) ) up- 
holding State leases contingent upon appropriation to finance construction of 
armories. 

McCutcheon v. State Building Authority (13 N. J. 46, 97 Atl. 24 663 (1953)) 
holding unconstitutional short-term State lease with State building authority. 

State Office Building Commission v. Trujillo (46 N. M. 29, 120 P. 2d 434 (1941) ) 
holding that long-term lease created debt. 

State ex rel Capitol Additional Building Commission v. Connelly (39 N. M. 


312, 46 P. 2d 1097 (1935)) holding that obligation payable out of special taxes 
does not constitute debt. 
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State ew rel. Kaufman vy. Davis (59 N. D. 191, 229 N. W. 105 (1930)) uphold- 
ing long-term leases with institutional holding associations for dormitory con- 
struction, with rent payable only from special funds. 

State v. Neffner (136 Ohio St. 390, 30 N. E. 2d 705 (1940)) holding invalid 
long-term leases with public institutional building authority. 

Smith vy. School District (187 Okla. 184, 102 P. 2d 131 (1940)) stating that 
contracts committing the revenues of a succeeding fiscal year are void. 

Brewster v. Deschutes County (137 Ore. 100, 1 P. 2d 607 (1931)) holding 
invalid long-term lease-purchase contract for county courthouse. 

Moses v. Meier (148 Ore. 185, 35 P. 2d 981 (1984)) upholding dedication of 
special taxes to retire obligations not backed by State credit. 

Greenhalgh v. Woolworth (361 Pa. 543, 64 Atl. 2d 659 (1949)) upholding long- 
term leases with State public school building authority. 

Kelley v. Earle (320 Pa. 449, 182 Atl. 501, Mod. 325 Pa. 337, 190 Atl. 140 (1937) ) 
declaring unconstitutional lease-purchase contracts with general State authority 
but sustaining leases without purchase provision. 

Detweiler v. School District of Borough of Hatfield (376 Pa. 555, 104 Atl. 2d 
110 (1954) ) upholding a local school authority. 

In the Matter of Debts of Rhode Island Emergency Public Works Corporation 
(54 R. I. 45, 169 Atl. 748 (1933)) advising that an obligation of a public corpo- 
ration would constitute debt if secured by a lien upon State property but not 
otherwise. 

Fowler v. Town Cowncil (90 S. C. 352, 73 S. BH. 626 (1912) ) holding that a long- 
term street-lighting contract created debt. 

State ex rel Roddey v. Byrnes (219 S. C. 485, 66 8S. E. 2d 33 (1951) ) upholding 
State school bonds financed by pledge of special taxes. 

Robbins v. City of Rapid City (71 8. D. 171, 23 N. W. 2d 144 (1946) ) upholding 
a contract with the United States for construction of a reservoir in return for a 
series of annual payments. 

Texas National Guard Armory Board v. McGraw (132 Tex. 613, 126 8S. W. 2d 
627 (1939) ) upholding State leases contingent upon appropriations to finance the 
construction of armories. 

Gruen v. Tax Commission (35 Wash. 2d 1, 211 P. 2d 651 (1949)) upholding 
dedication of special taxes to retirement of obligations not backed by State 
credit. 

Alison et al v. City of Chester (69 W. Va. 533, 72 S. BE. 472 (1911) ) upholding 
a long-term municipal contract for water supply. 

Spilman v. City of Parkersburg (35 W. Va. 605, 14 8S. E. 279 (1891)) holding 
invalid a contract for the construction of an electric-light plant with a 5-year 
renewable lease. 

State ex rel Rogers v. Milligan (267 Wisc. —, 66 N. W. 2d 326 (1954) ) holding 
invalid a long-term lease with a local school-building corporation where a mort- 
gage was placed on public land. 

State ew rel Thomson vy. Giessel (267 Wisc. —, 65 N. W. 2d 529 (1954)) hold- 
ing invalid a lease with a proposed State office building authority which was 
secured by a mortgage on improved lands of the State. 

Meier v. City of Madison (259 Wisc. 174, 42 N. W. 2d 914 (1950) ) upholding a 
40-year contract for construction of a hospital with a nonprofit association. 

Loomis v. Callahan (196 Wisc. 518, 220 N. W. 816 (1928)) upholding the fi- 
nancing of university buildings by leases with nonprofit corporation. 

Arnold y. Bond (47 Wy. 236, 34 P. 2d 28 (1934)) upholding the sale of bonds 
to the United States for construction of an educational building secured by a 
lien on the permanent land fund. 


GOLDSTEIN, Jupp & GURFELN. 
New York, N. Y., April 6, 1955. 


Mr. Mercatr. One more question, and that is relative to these 33 
States. There is a great deal of difference, is there not, in establish- 
ment of authorities or agencies or public corporations for higher edu- 
cational institutions than for elementary school districts? 

Mr. Jupp. I suppose there may be a little more necessity for the 
State to consider the local district’s needs, but I do not think there is 
difference in legal principles. 

Mr. Mercatr. For instance, if it were a dormitory or some other 
building, perhaps nonpublic money would be involved, and that would 
distinguish many of the cases. Is that correct ? 

59521—55—pt. 2——10 
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Mr. Moors. Many of the authorities in the 33 States do not receive 
direct payments of rent by governmental bodies. That is true. 

Mr. Mercatr. And in other cases it would be the State debt limit 
which would be involved rather than a district or local municipality 
debt limit ? 

Mr. Moore. In that respect the law would be more favorable here 
because there are State debt limits in about 40 States, whereas there 
are school district debt limits, speaking of constitutional limits now, 
in only about half of the States. 

Mr. Mercatr. That is all of the legal questions I have. 

Mr. Ketrey. Mrs. Green ? 

Mrs. Green. In the statement you made you discussed 4 or 5 States, 
whether it was constitutional and so on. Have you made a study of 
what other States have done, whether they have considered this? 

Mr. Jupp. We have made a study of the cases in every State bear- 
ing on agencies of various sorts. Not all of them have considered 
educational buildings. 

Mrs. GREEN. How many have turned down this school agency idea! 
F Mr. Jupp. I don’t know that I can say whether any have turned it 

own. 

The cases to which we refer are those which hold that a long-term 
i or a long-term lease with a purchase option would constitute 

ebt. 

There may have been cases involving a State office building or 
authority of some other sort. But the principle would apply whether 
it is educational or otherwise. 

Mrs. Green. I understand that Ohio and California have both con- 
sidered a State school building agency and have both turned it down. 

As I remember your charts, California is one of the States which 
needs schools more than perhaps any other State in the Union. Is 
that correct, Dr. Brownell ? 

Dr. Brownetz. I can answer that by saying that California has 
a plan for financing which is not exactly the same as a school building 
agency, but it has many of the same characteristics of that plan in 
that the State has set up a loan program, and I can discuss that more 
in detail at a later date if you would care to have it. 

I am not sure about the Ohio situation. Of course, none of the 
States has had an opportunity to consider this particular plan. 

As you realize, the difference between a general idea and a particu- 
lar plan always makes a good deal of difference when it comes to an 
legislative proposal because you are all the time having to deal with 
that kind of situation. You may be in favor of an idea, but you may 
not be in favor of the particular proposal. 

So I think when we are saying that a State may have turned down 
a particular plan, it may be because they were not able to go along 
with it because of the way it wus presented although they may have 
liked the general idea. It is always difficult to know the reason why a 
State turns down a particular proposal. 

Mr. Jupp. May I add this: When Mrs. Green said it was turned 
down she must have meant there was a proposal before the legislature 
which was not adopted. I do not know of any California cases which 
hold such a provision unconstitutional. 
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Mrs. Green. That is right, similar to the plan outlined here and 
it was turned down, whether for constitutional reason or otherwise. I 
do not know that answer. 

Mr. Jupp. I know there are lease-purchase agreements covering 
courthouse and State office buildings in California and they are in 
operation as valid in that State. 

Mr. Upaux. Mr. Judd, I am certain that you are able counsel and 
have studied this matter carefully. Frankly I want as another attor- 
ney to agree with your opinion, that where the long-term lease idea 
has been held unconstitutional that the short-term or annual lease idea 
would probably get away from the objection. 

Would you also agree with me that some of the judges back out in 
the hinterlands might have different views on that? 

Judge Metcalf served for a term on the Supreme Court. He might 
differ. 

Mr. Jupp. I cannot speak for every judge in the United States, sir. 

Mr. Upauu. I think if Senator Byrd were on the Virginia Supreme 
Court he would perhaps differ. 

Mr. Ruopes. I think we should take cognizance of what the gentle- 
nan from Arizona says about judges. He has a close relative who is 
a member of the Arizona Supreme Court. 

Mrs. Green. That is all. 

Mr. Keitey. Mr. Landrum? 

Mr. Lanprum. Have you had occasion, Mr. Judd, to study the types 
of financing now being used in the State of Georgia ? 

Mr. Moores, I have made some study of it, sir. 

Mr. Lanprum. You know that we have in addition to a State school 
building authority a State office building authority and a State bridge 
authority. The legislature just adjourned in Georgia and created alsc 
a rural road building authority. 

Is it your opinion from the studies that you have been able to con- 
duct that those authorities are all constitutional and come within the 
eonstitutional limitations imposed upon us? 

Mr. Moore. I have not gone over the statutes setting up each of 
those authorities and tried to decide whether they are constitutional. 

Mr. Lanprum. Have you gone over that statute creating the school 
building authority ? 

Mr. Moore. Yes, I have examined that statute, that statute has 
already been held constitutional by the highest court of Georgia. 

Mr. Lanprum. That is true. Have you had occasion to examine 
that for the benefit of some of your clients in New York? 

Mr. Mooreg. The only client for whom I examined it was the founda- 
tion which has been mentioned. 

Mr. Lanproum. With regard to the foundation, Mr. Moore and Mr. 
Judd, I am afraid that some implications or inferences might be drawn 
f ro previous statements here which would not throw a proper light 
on this. ; 

As I understand it, the study of the constitutions of the 48 different 
States and all of the statutes and decisions applicable to those consti- 
tutions is a very vast undertaking. 

But information derived from such a study is beneficial to all law- 
em He ea of their particular specialty in the practice of law. Is 
that right 

Mr. p24 Information has been made available. 
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Mr. Lanprum. And the information derived from the study which 
the foundation sponsors is made available to attorneys all over the 
land, is it not ? 

Mr. Jupp. I don’t know what the policy of the foundation is with 
respect to the circulation of the study. 

Mr. Lanprum. It is available if we want it as attorneys, is it not? 

Mr. Jupp. Certainly the same study can be made by the attorney, or 
if an attorney were to inquire of the foundation he would be courte- 
ously treated. 

Mr. Lanprum. What I am trying to say is that when we undertake 
to sell bonds or sell authority certificates that it is necessary for some- 
one to render a legal opinion before an investors group can authorize 
the investment of the money. 

Therefore your agency is designed to render a service to the people 
who might be interested in the type of financing suggested in this bill. 

I say that in defense of your client. 

Mr. Jupp. So far as I know the foundation never has undertaken 
to render services for a fee to counsel who are passing on bond issues. 

As far as voluntarily making particular information available, 
that is something which would be in their discretion. 

Mr. Lanprum. But the information is available to all attorneys 
who might be called on for opinions. Is that right? 

Mr. Jupp. I presume so. 

Mr. Lanprum. It is your opinion from the study, Mr. Moore, of the 
Georgia statute setting up the school building authority that it is en- 
tirely constitutional. You agree with the Supreme Court decision. 
Is that right? 

Mr. Moore. I cannot very well challenge it. 

Mr. Lanprum. One more statement with regard to Mrs. Green’s 
question here. I believe she might also have had in mind a ruling by 
the State superintendent of banks in the State of Ohio which ruled 
that our authority certificates were not articles in which the Ohio 
banks could invest their money under the security and trust laws as 
they exist up there. 

Mrs. Green. The point I was trying to bring out was that if certain 
States have turned down this kind of a school building agency, and 
if they do not comply with this requirement in this bill, they really 
are eliminated from Federal help in fact, because in title IT you have 
$6 billion of the $7 billion total. It is the core of the bill. 

Mr. Lanprum. Excluded under title IT; yes. 

Mrs. Green. That is the core of it. The help they would get from 
the other two would be practically nothing. 

Mr. Lanprum. That would be a matter for the State legislature 
to decide. 

Mrs. Green. By the bill you say to them you must set up a school 
building authority to benefit by this if you want to participate in these 
funds, because $6 billion are in title II. : 


Mr. Lanprum. You are entitled to that opinion. I do not have that 
opinion. 

I would add this to finish this line of questioning: 

I find myself in such complete agreement with the statements of Mr. 
Judd and Mr. Moore with regard to constitutionality only now, and 
not beyond that, certainly not with regard to the matter which con- 
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cerns us all, the extent of Federal control, I find myself in such com- 
plete agreement with the statements here that I do not want to ask too 
many questions. 

But I do want to ask this question which has been raised by a deci- 
sion rendered yesterday on the part of the General Accounting Office. 

The proposal of the President to finance the highway building pro- 
gram was brought up. That would be unconstitutional. You have 
not had an opportunity to study that.of course. Is that right? 

Mr. Jupp. That is right. 

Mr. Lanprum. I wonder how we can get these opinions here? 

Mr. Perkins. I, too, have not had an opportunity to study that. I 
think that I can say there is a very broad distinction between the high- 
way proposal and this proposal. 

The essence of the highway proposal as I understand it is a Federal 
authority. The essence of this proposal is not. a Federal authority at 
all. There is no Federal authority in the picture under title IT. It is 
simply a proposal under which the Federal Government would assist 
State authorities of the very type you have in Georgia. 

Mr. Lanprum. Then when we speak of title II being constitutional 
we refer to being able to conform to the State constitutions ? 

Mr. Perkins. Precisely. 

Mr. Lanprum. And not necessarily the Federal Constitution ? 

Mr. Perkins. Exactly. 

Mr. Lanprum. That is all. 

Mr. Ketxiey. Mr. Roosevelt ? 

Mr. Roosrvert. Mr. Chairman, may I ask Mr. Judd for a point of 
clarification? In such organizations as the members of the World Af- 
fairs Foundation, the membership of that is a matter of public record ? 

Mr. Jupp. A New York State membership corporation. Those who 
created it are listed in the certificate of incorporation filed. 

Mr. Roosrve:t. So that could be had as a matter of public infor- 
mation ? 

Mr. Jupp. Yes. 

Mr. Roosrvett. As I understand your testimony, and I am not a law- 
yer, from the point of view of a layman it is your opinion that most of 
the marys contemplated here would be held short-term leases. Is that 
correct ¢ 

Mr. Jupp. I am not sure, Mr. Roosevelt. I think there are compara- 
tively few States where the limitation against long-term leases would 
apply. Idonot know where title IT gery would go. 

It is possible that a major portion of them may be long-term leases, 
but that is something to workout between the Office of Education and 
the States, and the State provisions would be considered. 

Mr. Roosevett. In those States where you felt that long-term 
leases might be of doubtful constitutionality, would there be any ques- 
tion in your mind that the provision which after a period of vears, or 
after full payment, returns the title to the school district, as { under- 
stand it, would in effect be doing by indirection what you cannot do by 
direction, which as I understand the law is also not supposed to be 
generally acceptable ? 

Mr. Jupp. Sometimes the courts permit it, but I think you were out 
of the room when I explained, Mr. Moore explained, that under a pro- 
vision of the bill it is at the States’ option that there shall be a pro- 
vision for conveyance of title to the local agency. 
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If that would invalidate the transaction the State authority could 
continue to retain title indefinitely to the school building, just as au- 
thorities in New York State retain title indefinitely to bridges, tunnels, 
or other buildings they erect. 

Mr. Roosrvetr. That is the point I wanted to bring out. 

So under this title 2 there is a possibility in many places that title 
would not eventually revert to the local schoo] district ? 

Mr. Jupp. It would revert to the State. If that is bad policy for 
a State, Mr. Roosevelt, there is certainly ample opportunity for the 
State to amend its constitution before the building has outlived its 
usefulness and the bond issue has been paid. 

Our study of constitutional provisions was with the idea that we 
wanted, as I understand the Department, they wanted a statute which 
could be put into operation with nothing but legislative approval, later 
constitutional changes being perfectly feasible if the long-range pro}- 
ect doesn’t conform to public policy. 

Mr. Mercatr. If there is a public building corporation created the 
title would not revert to any official governmental agency but to the 
public corporation ? 

Mr. Jupp. For some purposes a public corporation is an official 
agency. But title might remain in that corporation. 

Mr. Mercatr. It will remain in the public corporation rather thai. 
in the State, county, or official governmental agency ? 

Mr. Jupp. Right. 

Mr. Roosevetr. Simply that I do not comment further on that point 
doesn’t mean I am not interested in it. I think the constitutional 
question ends at that point. 

Next, could you tell me, Mr. Moore, whether in your studies and 
analyses it is true that 44 of the 48 States do not have State school 
building agencies at the present time and therefore it would require 
legislation of one kind or another ? 

Dr. Browneti. 43—North Dakota, Maine, Pennsylvania, Georgia, 
Indiana have such authorities. 

Mr. Roosrvett. Do not have them ? 

Dr. Browne.u. They are those which have them. 

Mr. Rooseve.r. In other words, the remainder would have to take 
legislative action ¢ 

r. Browne. Insofar as legislative action is concerned, those 
authorities might not meet the necessary requirements to qualify 
under this proposal. They have authorities, State or local authorities. 
In fact several have local authorities which I did not indicate. 

Whether they would all qualify under this I am not competent to 


say. 
Mr. Lanprum. As for the school-building authority of the State of 
Georgia, we will have at the close of business today have sold approxi- 
ly h 


mately 165 million of those certificates during the last 2 years, and 
constructed about 309 units with that money. We have had no trouble 
marketing the certificates. 

Mr. Roosevett. To continue, then, Mr. Moore—is it also true from 
our study, because I have not made a study and I understand you 
ave, that if Congress does not pass this legislation relatively soon 

that most of the legislatures would not meet again until 1957 

Mr. Moors. My study didn’t involve the subject of when State legis- 

latures meet. Barring any pending changes, 18 legislatures are sched- 
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uled to meet in 1956. Within the past 2 years a number of States 
that were on biennial sessions have changed to annual sessions. 

Mr. Roosevett. Now my last question is: In your study of the 4 
States which have been operating under this authority or agency pro- 
gram, is it correct to say that 2 of them are practically inoperative 
today, due to a challenge of the constitutionality of the Sas, or a lack 
of a final decision on the bonds as to their constitutionality ? 

Mr. Moors. The Maine and Indiana Authorities are not issuing 
bonds today. 

Mr. Roosevert. The reason I bring that out is I am trying to work 
it out penorengenins. If 2 out of 4 are not operating because the 
bonds have had constitutional questions raised against them, if we 
carried that ratio out in the rest of the States, we would not be gettin 
very far from the point of actual accomplishment. Because I thin 
you will agree it is possible, and that we have found it is possible, to 
delay by raising constitutional questions the application of such a 
program as this over a very considerable period of time. 

Mr. Moore. Let me take up those two States. In Indiana there 
has been a final decision as to the constitutionality of the State Author- 
ity; there has also been a ruling by the State attorney general that the 
authority is constitutional. Now the people who claimed it was not 
constitutional made a technical error in preparing their bill, so that 
their case was dismissed in the highest court of Indiana, leaving the 
court holding that the authority was constitutional, in effect. 

While this has been going on in Indiana, the legislature set up 
something which is a little like title I. They now have a State pro- 
gram to purchase the obligations of the local school building authori- 
ties, and I have been informed—I discussed it with the assistant attor- 
ney general of Indiana, and he informs me that has been a very 
successful program. 

Mr. Roosevext. The title I program? 

Mr. Moore. That is a combination of title I and the local school 
authority which is, in some respects, similar to title IT. 

Now the problem in Maine has been that long-term leases are uncon- 
stitutional in Maine, but a short-term lease of the type which would 
be practicable under this bill could take effect immediately. 

If this bill were passed, I would say that Maine, in a matter of days, 
could be building schools. 

Mr. Roosevett. You do not mean to tell me that anybody could not 
challenge the validity of the short-term lease as being a subterfuge 
to get around the long-term prohibition; do you? 

Mr. Moore. I think an earnest litigant can challenge anything, but 
I suspect there would be no great doubt about the constitutionality. 

Mr. Mercatr. I would like to make a statement along that line. The 
State supreme courts are very much like Congress in a situation of 
emergency like this, and they can move pretty fast even though the 
constitutionality was challenged. I am speaking from experience. 

Mr. Roosevetr. I think that is right. 

Mr. McDowett. Mr. Judd, at the beginning of your testimony you 
mentioned that the Council of State Governments had prepared a 
uniform authority act for the States. In your opinion, would it be 
necessary, in order for the States to qualify under this act, to pass 
such a uniform act in States creating such authorities ? 
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Mr. Jupp. I do not think it would have to be a uniform act. I think 
it has been stated that some legislation would be necessary in almost 
all States. But what the Council of State Governments Es. done is 
to draft a State school building authority act which the States can 
use; but other forms of statutes would meet the same problem equally 
well. 

Mr. McDowe tu. You stated you had studied the constitutions of 48 
States and you see no reason why they cannot, within the framework 
of their own constitutions, pass a school authority act. 

Mr. Jupp. That is right. 

Mr. McDowe1.. However, it is true, is it not, that each of the 48 
States may end up with an act which is entirely different from any 
of the others? And would it not then be necessary for the bond attor- 
neys, who will eventually have to pass on the legality of the bonds 
themselves, to make a study of each of those acts and, in the course 
of events which it seems to me usually take place, I would assume, 
there will be citizens or citizen organizations formed representing 
those people who are opposed to any Federal aid to education, who 
would then challenge the constitutionality of the State act? And, if 
so, it certainly ae in line with the questioning that has just pre- 


ceded, eliminate the possibility in at least many States of their being 
able to take advantage of the provisions of title IT for a good many 
months, and even years ? 

Mr. Jupp. Whenever a school-bond issue is put out, whether by a 
school-building agency, or the normal school district, there is an opin- 
ion of counsel issued to the underwriters. Now counsel, in my expe- 
rience, are willing to take the responsibility of passing on what might 


be termed captious objections. And I think in most instances the ob- 
jections that might be raised to the constitutionality of the statute, 
even though the terms are different in the several States, would be 
captious and would not prevent the bond counsel passing on the 
validity. 

Mr. McDowetu. Even though litigation was started questioning the 
constitutionality of the act in that State at that time? 

Mr. Jupp. If litigation was started, the bond counsel would have to 
consider carefully what the chances of success of that litigation are. 
But the fact litigation has begun does not automatically mean that 
the bond counsel will refuse to give their opinion that the bonds are 
valid. 

Mr. McDowestu. But it would raise a serious question in the mind of 
the bond counsel at the time, would it not, and in the minds of invest- 
ment bankers who are going to buy these bonds? 

Mr. Jupp. It would, sir. Yet what might be termed “strike” suits 
would not deter counsel of standing. As a matter of fact, even while 
the validity of the license issued for the St. Lawrence Power Project 
was still on certiorari to the United States Supreme Court, it was 
possible for the State power authority to borrow some millions of 
dollars. 

Mr. THompson. I am very sorry I was not here earlier when you 
made your presentation. I did not mean to be discourteous. I appre- 
ciate what you have done. I agree on the constitutional thing, which 
I have gone into at least in the State of New Jersey, where we have 
that horrible thing you referred to earlier, of sharing with the Port 
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of New York Authority. In order to avoid our constitutional debt 
limitation, we created another monster 3 years ago called the Turn- 
pike Authority. 

I think New Jersey could constitutionally establish a school au- 
thority; I do not think there is much question about that. But let me 
ask you: In your opinion, can the legislature of New Jersey establish 
a State school authority pledging the credit of the State without a 
referendum of the people? 

Mr. Jupp. I am not sure it can, but we would contemplate that the 
credit of the State will not be pledged to any of these authorities; 
that the bondholders will be able to rely only on the promise of the 
authority backed by short-term leases, or long-term leases, as the case 
may be, and by a reserve of funds which it is anticipated will equal 
up to 2 years’ debt service. I think the investment counsel will come 
in and say, on the basis of a State authority which covers all schools 
built in that one particular State, that bond investors could buy such 
bonds. 

Mr. Tuomeson. If the credit of the State is not involved, then the 
constitutional question, at least in my State of New Jersey, would be 
resolved. 

Mr. Jupp. That is right. 

Mr. THomrson. But we have legal questions that revolve around 
statutes. For instance, would the State school board stipulate that 
the authority would take care of the maintenance and repair of schools, 
where the present law charges the State board of education with those 
responsibilities ¢ 

Mr. Jupp. That, I think, could be worked out. 

Mr. Tuompson. By statutory changes ? 

Mr. Jupp. Either by statute, or by agreement under which the school 
district would agree with the owner of the building, the school au- 
thority, that it would undertake that maintenance. 

Mr. THompson. Well our boards of education have no legal au- 
thority beyond a year; therefore they cannot enter into a rental agree- 
ment beyond that period. I suppose, unless we made a lot of statutory 
changes in New Jersey, talking about that State particularly, we 
would have to change our constitution. 

Mr. Jupp. We have talked of short-term leases as being a method 
by which this could be operated, and that would seem to fit New Jersey 
where your boards of education may not enter into a lease for more 
than 1 year. 

Mr. Tuomrson. Everything under this authority, then, would have 
to be on a short-term basis, with all of the ramifications; otherwise we 
would become involved in a constitutional question ¢ 

Mr. Jupp. In New Jersey, that would apparently be true. 

Mr. Roosevert. If the gentleman will yield, I would like to ask the 
gentleman from Pennsylvania (Mr. McConnell), because he is an ex- 
pert in a way on that subject: In your opinion would bonds which 
were issued under a short-term lease, where there is a statutory limi- 
tation of 1 year existing within a school district by law; would they 
be salable? 

Mr. MoConnetu. I would say yes. Of course a lot of corporation 
bonds—with short-term business contracts—are that way now. I 
would say yes, as far as some of the school authority bonds are con- 
cerned, depending on the district. 
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Of course, fundamentally, the thing has to go back to what happens 
if there is a default, or what happens to the use of the building if it is 
put up for sale because of a default. I do not know what you would 
do with a school except to leave the district use of the school building. 
And the people have so much pride in the idea of educating children, 
that they will make some effort to keep the school building in use. So 
I think you have protection even under a 1-year lease arrangement. 

I do not know what they could do in that case, except to lease it 
again, and lease it again, until the bonds are wiped out. 

Secretary Hopsy. May I comment on one other thing which the 
State might be interested in, Mr. Roosevelt ? 

You would have many districts in a State authority. You would 
have the combined credit and conceivably if you got one district that, 
for some reason or other, did not renew its annual lease, you would 
not have a default on the bonds, because the credit of the authority is a 
combined credit. So that, I think, isa great protection. 

Dr. Brownetu. Could I make another comment with reference to 
your question ? 

In the proposed plan for title II, the authority or agency would have 
to be set up in close working relationship with the State department 
of education or as a part of the State department of education. The 
building would be built to conform to their long-term school building 
program, so that it would fit into the State education program. 

Under those conditions I think the point made by Mr. McConnell 
is particularly pertinent, that you would have to build the school that 
the community wants and, therefore, the probability of a school dis- 
trict saying “We will rent this year, but next year we won't” is reduced 
to the lowest possible point. And in the State of New Jersey, for in- 
stance, they have certain regulations there in reference to school dis- 
tricts providing that if they send their children to one school district 
one year, they cannot transfer them to another school district the next 
year, even on a tuition basis, without approval by the State county 
superintendent. 

Now, different States have different plans, but the terms of this pro- 
posed act are sufficiently flexible—and advisedly so—so that they may 
fit into the conditions that the different States may wish to impose to 
fit them in closely with their regular educational programs. That is 
one of the very carefully developed parts of this plan: That the Fed- 
eral Government would not say to a State that it must change its school 
laws materially to benefit by this act, but they could set up the act in 
terms so that it would fit in with their State program of education. 

Mr. Mercat¥r. I want to say to the gentleman from Pennsylvania, 
Mr. McConnell, that there is some difference of opinion as to the mar- 
ketability of such bonds even in Pennsylvania, Mr. Russell C. Bart- 
man, who is executive director of the State of Pennsylvania Public 
School Building Authority, was told about this statement which Mr. 
Judd made that “it is possible for a State agency to construct a build- 
ing and rent it to a school distfict for a term of 1 year or less with 
the privilege of renewing the lease for a series of additional 1-year 
terms,” and he was asked : 


Now, from your experience operating the Pennsylvania State Authority, do 
you agree with that statement? 
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To which Mr. Bartman replied : 


No, I do not agree with it, sir. In the first place, I am confident that they 
would never be able to float a long-term bond issue to provide funds to construct 
the project. Now, certainly, they could rent it from year to year, but I do not 
think that would support the bonds that were used to finance the cost of the 
project. I am certain that the statement is not correct from my experience. 

Mr. Jupp. My statement which was quoted is part of a description 
which should be read in relation to the bill. I do not know whether 
the gentleman from Pennsylvania who commented on it realized there 
was to be a reserve fund which the Federal Government obligated it- 
self to replenish. 

Mr. Mercatr. He did comment further on the reserve fund. I was 
limiting it to his comment on the marketability of the bonds, which 
question was raised by Mr. Roosevelt. 

Mr. McConnetu. Of course your reserve fund would only add 1 
more year or 2 more years to your debt service. I think the bond men 
would look to the likelihood, as I said before, of the community con- 
tinuing to lease the building. 

Mr. Mercatr. I think it is a question we should explore. 

Mr. McConnetu. I think they would float their bonds with that in 
mind—whether they would continue the following year to lease the 
building. I would say in a large majority of the cases a district would 
continue to lease the building the following year, if they leased it this 
year. 

’ Where there is some drastic change in the community, so that it be- 
came toh wenn a ghost town, and that is somewhat of an extreme 
case, the bond man who looked it over might say that “the trend is not 
good in that area; we won’t float bonds based on a short-term lease.” 
The fact of the 1-year leases would have to be set forth in the pros- 
rectus. 

I think the bond man wonld look at the picture and decide, “This is 
a fairly good community and the chances are that year after year they 
will continue, or there will be a tendency from the district to use the 
building,” and that would be the bondholders’ protection. 

This necessarily would have to be a matter of judgment. 

Secretary Hossy. Would Mr. Thompson yield to Mr. Perkins to 
read a paragraph from the Senate testimony on that ? 

Mr. THompson. Yes. 

Mr. R. B. Perxtins. This is from the testimony of the bond experts 
who we hope will be here at the next meeting of the committee. I 
would just like to read an extract from the testimony in the Senate: 

The principal of the bonds, together with the interest, could be amortized, in 
my opinion, within the provision of a gross amount of 5 percent. 

Now, that contemplates an interest rate on the basis of my estimates, as I have 
advised the Department, of 2% percent. 

To be specific, I believe that the bonds could be marketed in the money market, 
as it stands today, at that rate or a better rate. I believe that in view of the 
experience in connection with the sale of other tax-exempt securities of a some- 
what comparable character, these bonds, backed up by the Federal assistance 
as provided by the contract, would be salable within that range or at a lesser 


rate. 

_ Mr. McConnetu. There is another matter that came up today ; that 
is, We are going beyond just one district when we issue State authority 
bonds. One district might decide not to do this or that; but that is 
only part of your larger State authority. You have many districts. 
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Mr. McDoweti. Mr. McConnell, this question may be too direct 
and, if it is, I will be glad to withdraw it; but recognizing that you 
are an authority 

Mr. McConnetx. I am no authority. 

Mr. McDowe tt. At least you are to a greater degree than some of 
these authorities we are hearing about, because they are abstract and 
you are here. 

In your opinion, which bond would bring the lower interest rate— 
the bonds put out by such an authority as we have been discussing, 
or a State bond? 

Mr. McConnetxt. You mean would the State bond in a particular 
State like Pennsylvania? 

Mr. McDowe.t. A bond backed by the full credit of the State of 
Pennsylvania, authorized by the State. 

Mr. McConne x. It would sell at a lower yield than an authority 
bond; that is correct. It will sell on a lower yield basis. 

I do not know whether you wanted me to compare a weaker State 
with a stronger State. 

Mr. McDowe tt. I mean in general. 

Mr. McConnetu. Within the State itself the authority bond would 
sell at a higher interest rate than the regular obligations of a State; 
that istrue. In other words, Pennsylvania bonds would sell at a much 
lower yield than authority bonds. I see that the latest authority 
bonds we issued in Pennsylvania were 4 percent. 

Mr. McDowetu. Now the State bonds are one and a half? 

Mr. McConnetu. That is right. 114 to over 2 percent yield, depend- 
ing on maturities. 

Mr. McDowett. This certainly would hold true, and I am sure there 
will be testimony later on and an opportunity to question the bonding 
authorities. But, generally speaking, it is certainly going to cost the 
States a great deal more to use this method of financing than if they 
would use the more direct method of issuing State bonds and having 
matching funds made available to them by the Federal Government. 

Mr. Jupp. That may be an argument for States to change their 
constitutions. 

Mr. McDowe xt. That is true. It is an argument, though. 

Mr. Mercatr. To change their constitutions by increasing the debt 
limit ? 

Mr. Jupp. Yes, sir. 

Mr. Moore. This bill would permit the State to guarantee its au- 
thority obligations if they can constitutionally do it. 

Mr. Mercatr. But you pledge the credit of the State when you do 
that. 

Mr. Moors. Yes. That would require the State to review the con- 
stitutionality, but it would be possible to do that if they wished to 
do so. 

Mr. Mercatr. I still think the credit of the State is pledged, wheth- 
er it be a bond of an authority or a direct obligation. 

Mr. McConnetu. Referring to the question of yield, I have in my 
hand a clipping from the Wall Street Journal entitled “School Build- 
ing Board of Georgia Awards $29,238,000 Bond Issue.” It says: 

The State School Building Authority of Georgia sold a $29,238,000 revenue 


bond issue to a syndicate managed by Robinson, Humphrey Co., Inc., and Blyth 
&Co., Inc. The net interest cost was 3.07 percent. 
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I do not know what they market the authorities for. 

Mr. THompeson. Last year, in New Jersey, we floated a teachers’ 
college bond issue of around 15 years at a rate of 1.69. Schoo] district 
bonds were floated at 3.02. 

Mr. McConne tt. Is that short-term or long-term ? 

Mr. THompson. Long-term. 

Mr. McConnexxu. How long? 

Mr. THompson. I think 15 years. 

I think we have gone a little aside from our purpose. We were 
here this morning to discuss the constitutional aspect of this and not- 
withstanding the ramifications presented by these problems which con- 
stitute constitutional questions, [ am satisfied, in view of the experience 
in my own State, that I would agree with you. I think there are many 
obstacles in the terms, time and other things which will require the 
legislatures to change their statutes. 

In New Jersey, I know we would have to run through our whole 
title again and change many things, even moving on the assumption 
we are dealing with the constitutional idea. SoI want to close simply 
by thanking you. 

Mrs. Green. Madam Secretary, you have referred to this as a short- 
range program ? 

Secretary Hopnsy. Yes. 

Mrs. Green. It is just an emergency program ? 

Secretary Hospy. Yes. 

Mrs. Green. How do you reconcile that with the fact we are going 
to have different States changing their constitutions, having referen- 
dums? The whole program, it seems to me, is going to take place 
over a period of many, many years. 

Secretary Hoppy. I am afraid I did not make myself clear. This 
is a 3-year program which I referred to as “short range.” It could 
be accomplished without the States changing their constitutional lim- 
itations; because, as you know, in many States that is a very long and 
tedious process, 

The basic reason for having what I refer to as “four spokes in the 
wheel” is to allow any school district in any State, within this 3-year 
period, to get rid of its classroom deficit and, to use a colloquialism, 
to start eating, so to speak. 

Mrs. Green. You mean 3 years from now—from 1955? 

Secretary Horny. Yes, from the school year 1955-56. 

Mrs. GREEN. Well some legislatures will not meet again until 1957 to 
consider a constitutional change. 

Secretary Hopsy. Many of them will meet next year. I will state 
again that I do not feel the legislatures would need to call a special 
session, for instance, if we had some action on aid to schools this year. 
Not many legislatures hold their sessions in the fall. Most of them, 
I think, meet the early part of the year—at least the ones I am 
familiar with. So that we would probably be too late this year for 
a good many. But I think there is a greater possibility that you can 
eliminate the deficit, the classroom shortage, by 1959-60, by the four- 
pronged approach than by any other of the single approaches. 

Mrs. Green. You mean you can build a lot of buildings and have 
the youngsters ready to move into them by 1959-60? 
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Secretary Hossy. I cannot guarantee that. All we are trying to 
do is to get enough money and effort to take care of them. I think, 
if I remember correctly, in the statement I made yesterday, I said: 

To maintain the current level of construction at the rate of 60,000 a year, 
that after the year 1959 there would be a deficit of 176,000, according to our 
best estimates. 

If this money in this proposal were put to work, that would build 
176,000 classrooms. I cannot tell you I would guarantee it. 

Mr. THompson. For my part, the legal aspect of this is just one of 
the many facets. We will discuss bonds, and so forth, and how the 
three titles of your bill would affect it, or would not help us. But 
I would just like to propound one question to Mrs. Hobby before I 
relinquish the floor. 

Did I understand you to say, Mrs. Hobby, or to suggest that it might 
be well to await the outcome of the White House conference ¢ 

Secretary Hossy. Oh, no, sir. 

Mr. Tompson. Before taking action ? 

Secretary Hossy. No, sir. I meant to say just the opposite. I have 
not read the record as to what was really said; but I think in answer 
to a question from Mr. Powell as to whether or not I thought it would 
be wise to await the finding of the White House conference before we 
suggested action, my answer was “No” because I think that will delay 
it further. The White House conference meets in November of this 

ear. 
. Mr. THompson. In other words, it is your opinion that the need 
is so great now that some form of acceptable legislation should be put 
through this Congress? 

Secretary Hossy. Yes, sir; it certainly should. 

Mr. McConnewvu. Part of my questions are also in the form of obser- 
vations. I feel very encouraged today that we have a number of ap- 
proaches that are available. I am strongly of the opinion, as I indi- 
cated earlier, that there are many approaches to this whole problem, 
and I do not want to close the door to any of them. The main premise 
I go on is that we want to house the children in classrooms and we 
must never forget that objective. Therefore any type of approach 
that will enable us to obtain more classrooms, as long as it appears 
reasonable and legal and so forth, we wish to use. 

Some people make a great deal over the fact there may be tests of 
constitutionality of the authorities. I will admit that they may occur; 
but it won’t occur in the whole 48 States, so that there will be some 
use of this approach available to the various States. 

I have the same feeling about bond purchases. If we can loosen up 
these districts where they would have to borrow at 3.5 or 4.5 percent, 
and the Government will buy their bonds for 314 percent, it is all 
to the good, with many additional classrooms having been built. 

Those other districts in a less favorable position, that have a great 
ae but not the income—all right; we have a grant-in-aid proposal 
there. 

But it seems to me what we have to do, if we are really desirous of 
getting children into classrooms, is to provide an opportunity to the 
various States and communities to use one of several methods, And 
I can endorse such an approach. 
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With that preliminary, I want to ask this one question: As far as 
you can see in checking the legality of title Il throughout the various 
States, there are only 2 questions that seem to enter the whole sub- 
ject that might cause some doubt as to legality, and those 2 ques- 
tions are (1) the matter of the lease, whether a short term or long 
term; and (2) whether there is an option to buy at the end of the lease, 
or whether the building automatically goes over to the school district. 

Am I correct in that? You know of no other problems of legality 
that might enter the problem ? 

Mr. Jupp. Those are the only two questions that have ever been sus- 
tained as objections. Other questions have been raised, but they have 
not been found to have any merit. 

Mr. McConneti. Regarding the purchase option at the end of the 
lease, or turning the school over to the school district, I come back to 
what I said before: What would you do with the school building but 
to use it for school purposes? Would not you naturally either turn it 
over to the school district, or continue to let them use it in some way 
without giving them title? What else could you do with a school 
building? That is what I cannot figure out. I do not know of any 
other use; do you? 

Mr. Jupp. i think there may be some abandoned, because the schools 


have been turned to some other use; no, sir. We think these are going 
to be built in such a way that they will be used exclusively for schools. 
In other words, whether the title is in the school district or not, it will 
still be used as a school. 

Mr. McConnetu. And the school building being built will be a one- 


purpose proposition ? 

Mr. Jupp. Yes, sir. 

Mr. McConne tt. I do not know what you would do with a school 
building except to use it for school purposes. 

Mr. Jupp. They are certainly tailored to an educational purpose to 
meet the needs today, and nothing else. 

Mr. McConnett. That is all the questions I have. I have enjoyed 
your testimony. 

Mr. Jupp. Thank you. 

Mr. Ruopes. Mr. Judd and Mr. Moore, I certainly wish to compli- 
ment you on the very fine presentation you have made of the legal 
aspects of this problem. 

Mr. Jupp. Thank you. 

Mr. Ruopes. I do not think there is any doubt but what the legal 
situation as regards State authorities can be met. Naturally there may 
well be some lawsuits filed because of the State authority act; how- 
ever, in your opinion, would not there also be a suit filed by an inter- 
ested citizen, or group of citizens, enjoining a State from entering into 
a plan such as that envisioned by some of the other bills before this 
committee? Take the Hill approach, for instance, where a State 
agency is set up to handle its own State planning: You are getting 
into a realm where you have a partnership between the State and the 
Federal Government on education, and I would venture to say that 
might be subject to a lawsuit as to whether such relationship in itself 
would be constitutional under the constitutions of a lot of our States. 

Mr. Jupp. I think there have been lawsuits in the past to challenge 
the constitutionality of a State act accepting Federal grants-in-aid as 
being outside of the field of education. 
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Mr. Ruopes. Of course you and I cannot say these suits would be 
successful; we do not know whether they would be successful, or not; 
but, as far as being time consuming is concerned, they would probably, 
at least in my opinion, be as time consuming as a suit to test the legality 
of an authority set up under title IT. 

Mr. Jupp. I think they could be. 

Mr. Mercatr. If the gentleman will yield, I want to comment again 
that I feel a suit would be filed, no matter what the approach—and 
probably it would be well to have suits filed, as that would make the 
bonds more salable and maybe at a less interest rate—but I do not feel 
myself that it would consume a great deal of time. It would not be 
an obstacle such as getting new legislation or constitutional changes; 
because I feel that most of the courts, in view of the emergency, would 
handle those suits rather expeditiously. 

Mr. Ruopes. Of course there is no doubt but you are right. How- 
ever, the only point I was trying to make is that anybody can file a 
lawsuit. 

Mr. Mercatr. Anybody can file a lawsuit and probably would. 

Mr. Ruopes. And any lawsuit filed is time consuming, and it is go- 
ing to take a certain amount of time whichever plan we pursue. 

Now I do not know, Mr. Judd, whether you have studied the other 
bills pending here, or not; but there has been some time taken and 
some questions asked concerning the necessity for legislatures of the 
States to act under the administration’s proposals; and reading from 
page 4 of H. R. 4302, introduced by my colleague, Mr. Perkins, it says, 
section 5 (a) : 

Any State desiring to accept the benefit of this Act shall submit, through its 
State agency, a State plan for carrying out the purposes of this Act. Such State 
plan shall— 

(1) designate such State agency as the sole State agency responsible for 
administering the plan throughout the State. 

Would you not believe that the designation of such State agency 
must be done by an act of the legislature ? 

Mr. Jupp. I have not studied that bill. I do not think my judgment 
on it would be any better than yours. 

Mr. Ruopgs. Well mine is not too good, but I would think that might 
be a possibility. 

Would Mr. Brownell care to comment on that? 

Dr. Brownett. I think that question could be raised in some States. 
Tn some States I think it is clear enough on the basis of precedent that 
the State agency could be designated by the governor, and that would 
be accepted. 

Mr. Ruopes. But not in all cases? 

Dr. Brownetu. I am not sure about all cases. 

Mr. Ruopes. Of course I feel there probably are other elements in- 
volved in any of this legislation, which is rather far reaching and 
rather broad in scope and new, perhaps, which might well require a 
legislative act before any State could enter into a plan under any of 
the bills we have before us. 

Dr. Brownetu. I think the major point was skirted earlier and 
perhaps we did not quite answer it, in connection, I believe, with a 
point Mr. Perkins raised, although I am not just sure of it, with refer- 
ence to possible legislation, where you have a requirement under the 
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State plan that the funds should go to those communities that have 
the greatest need for classrooms and the greatest financial need. The 
possibility of matching by the use of local funds would probably re- 
quire an appropriation of State funds; because the neediest local com- 
munities would not have funds. So that is probably a point in con- 
nection with all of these legislative proposals that would require State 
legislation. 

Mr. Ruopes. The amount of money just is not available at this time 
and can be made available only by appropriation by the State legis- 
lature. 

Dr. Browne tu. If the money is to go to counties that are most finan- 
cially in need ; yes, sir. 

Mr. Extiorr. I think in view of the statement by the gentleman from 
Georgia (Mr. Landrum), or the questions he asked a few minutes ago, 
in which he said, in effect, that some unfavorable reflection might have 
been made on the Government Affairs Foundation, Inc., the client of 
Mr. Judd, and in view of the fact I asked certain qualifying questions 
of this witness to begin with, that it might be in order for me to say 
for the record that when I asked the question I had no information 
that would reflect on the client of the gentleman (Mr. Judd) here, and 
there was no intention to reflect and, as a matter of fact, that no in- 
formation elicited by my question did reflect upon the gentleman’s 
client. My questions were purely for the purpose of qualifying him 
as a witness here. : 

Mr. Jupp. Thank you, Mr Elliott. 

I might say I am not appearing here as attorney for the Government 
Affairs Foundation. I have made some studies for them; but I am 
appearing here today only to be of assistance to the Secretary, the 
administration, and this committee. 

Mr. Ketxiery. If there are no further questions, I can speak for the 
committee in saying that we are grateful for having you here and 
your exercising so much patience, and your staff, too. I am sure you 
have been very helpful and informative in answering the questions. 
I am sure the committee will benefit greatly by the testimony of you 
and the others, too. 

Secretary Hossy. Thank you. And may I say this is a very fine 
committee to work with. You have asked very searching questions 
on what we know is a very important and very complicated problem. 
It isa delight to work with this committee. 

Mr. Ketter. The committee will stand adjourned subject to the call 
of the Chair. 
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TUESDAY, APRIL 19, 1955 


Housk oF RuerREsENTATIVES, 
CoMMITTEE ON EDUCATION AND LABor, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m., in room 429, 
House Office Building, Hon. Graham A. Barden presiding. 

Present: Representatives Barden, Perkins, Elliott, Landrum, Green, 
McDowell, McConnell, Gwinn, Smith, Hoffman, Wainwright, and 
Fyjare. 

Prema also: Fred G. Hussey, chief clerk; John O. Graham minor- 
ity clerk; Edward A. McCabe, general counsel; Russell C. Derrick- 
son, chief investigator. 

Chairman Barpen. The committee will come to order, please. 

I believe we have Mr. Burkhart this morning. 

Mr. Burkuart. Yes, sir. 

Chairman Barpen. We will be glad to hear from you, Mr. Burk- 
liart, if you will give your full name, address, and such information 
as you think should accompany that, to the reporter, please. 


STATEMENT OF JOHN BURKHART, ON BEHALF OF THE INDIAN- 
APOLIS CHAMBER OF COMMERCE, THE INDIANA STATE CHAMBER 
OF COMMERCE, INDIANA PTA MEMBERS STUDY GROUP ON FED- 
ERAL AID TO EDUCATION, AND THE BROAD RIPPLE HIGH SCHOOL 
PTA, INDIANAPOLIS, IND. 


Mr. Burxuart. My name is John Burkhart, and I reside at 7031 
Washington Boulevard, Indianapolis. 

I am here as a member of the Indiana State Chamber of Commerce, 
the Indianapolis Chamber of Commerce, the Indiana PTA member 
study group on Federal aid to education, and as legislation chairman 
of the Broad Ripple High School PTA. Also, I am a member of the 
Indiana White House Conference Committee on Education, although, 
of tog, I am not speaking for this group since it has not completed 
its work, 

More important, I am here as a parent and citizen, interested in 
education, sensitive, I hope, to the critical years at hand and ahead in 
our public schools. 

All means of communication, the press, radio, television, newspapers, 
party platforms, and resolutions of organizations have been used in 
such a manner as to lead many people to believe the idea of Federal 
aid for education is something new which is being advocated to meet 
current school problems created by low construction activity during 
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the last depression and subsequent war and postwar years, and high 
birth rates over the past 15 years. 

To show the weaknesses of the arguments for Federal aid and to 
prove that the demands for such aid are not based on so-called emer- 
gency conditions, I should like to review, briefly, the history of the 
movement for Federal aid for education and to identify principal 
motive powers behind the movement. 

Scarcely 20 years after the close of the Civil War, in his doctoral 
dissertation, Woodrow Wilson observed that— 
the States are now turning to the common government for aid in such things 
as education. Certain it is that there is more than one State which * * * con- 
tents itself with imperfect temporary makeshifts because there are immense 
surpluses every year in the National Treasury which, rumor and unauthorized 
promises say, may be distributed among the States in aid of education. If the 
Federal Government were more careful to keep apart from every strictly local 
scheme of improvement, this culpable and demoralizing State policy could 
scarcely live. 

In 1919 a committee of the National Education Association recom- 
mended the appropriation of $100 million each year to the States for 
the improvement of schools. 

Those attending the 1921 NEA annual meeting learned that “local 
revenues are almost everywhere inadequate.” 

M. G. Clark, addressing the 1923 NEA gathering, confidently pro- 
posed a formula— 
four-sevenths of the educational cost should be borne by the local school district, 
two-sevenths by the State, and one-seventh by the Federal Government. 

In 1924, Prof. George D. Strayer, of Columbia’s Teachers College, 
solemnly pronounced, again to an NEA audience, that no State can 
be educationally self-sufficient. 

At the 1925 assemblage, held in my own home city of Indianapolis, 
M. V. Wilson, looking back over past NEA efforts with a faint sug- 
gestion of despair, reminded listeners that— 
it remains to be seen what the next step in Federal aid to public education will 
be. The play has been written, revised. and re-revised * * *, At every rehearsal 
some force has upset the scenery. 

However, old confidence soon reasserted itself because the audience 
was in the end assured that education— 

must not only accept Federal aid but must also submit to a certain amount of 
national guidance. 

In the January 1946 issue of the Journal of the National Education 
Association, William C. Bagley, professor emeritus of education at 
Columbia and editor of School and Society, presented an article 
entitled “After 25 Years.” In a brief but significant look backward he 
made an appraisal that well deserves recognition by your committee: 

Twenty-five years ago, in January 1921, the first number of the Journal of the 
National Education Association made its appearance. The leading article of 
that number was en editorial under the caption “A Platform of Service’”’. 

The central plank * * * was a proposal for Federal aid to public educa- 
tion * * * . This proposal was embodied in a bill * * * [and]was the primary 
factor in the National Education Association’s remarkable growth in member- 
ship and influence during the 1920's. 

In good times and bad, in war and in peace, whether Treasury sur- 
plus or deficit, the NEA has pursued the notion of Federal aid to edu- 
cation with a singlemindedness of purpose that perhaps has never been 
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equaled by any organization in any field over such a long period of 
time. It has sought to frighten the wits out of the citizenry with its 
dire predictions of educational catastrophe if our schools are left to 
the devices of State and local governments. It has sought to woo and 
win this same citizenry with persuasive pictures of an educational 
millenium to be achieved under the panacea of Federal aid. 

Writing in the Indiana Teacher of September 1948, L. V. Phillips, 
NEA director for Indiana, achieved a delightful simplicity that made 
sure none would miss the point : 


The NEA maintains a 7-story headquarters building in Washington and a 
paid staff of 350 people. * * * Hvery teacher must realize by now that holding 
the gains already made, as well as the achievement of further programs, requires 
efficient and well-financed professional organization at all levels. 

Why, then, has this prodigious, long-sustained battle of NEA not 
yet attained the ag 64°59 goal? Perhaps the chief reason was dis- 
covered years ago by NEA Legislative Director Charl O. Williams 
who reported : 

It no longer makes any impression on Congress to have your secretary * * * 
appear at a hearing and present a very fine statesmanlike statement * * * 
which they say has been endorsed by a million or more men and women. Con- 
gressmen immediately want to know how many of these men and women believe 
in the legislation under consideration, how many of them have made it their 
own, how many are willing to stand by it, how many are willing to fight for it 
in their respective congressional districts. 

Much more recently the same conclusion was reached by B. P. 


Brodinsky in an article appearing in the Nation’s Schools from which 
I quote: 


Federal aid to education has probably been overemphasized and overpublicized. 
The NEA has poured vast amounts of money and energy into its yearly cam- 
paign for Federal-aid bills. It is now evident that the interest in Federal aid 
flared brightest only at the Washington headquarters; that there was only 
a smoldering interest among teachers and school administrators, and that there 
probably was less interest among the people. 

Now, once again, the first for Federal aid is on. And, once again, 
it must be thrown back. 

No one questions the need for a sound program of public education. 
No one contends that all children presently have equal educational op- 
portunity or that all areas are financially able to furnish such equality 
of opportunity. 

But we ought not let the gravity of the hour so fill us with panic 
that we propose and effect solutions inconsistent with our history and 
our tradition and which are dangerous in the light of our own personal 
experience and observation. 

I am not here to attack the principle of Federal grants-in-aid. You 
are far more familiar with such arguments than am I. In my opinion 
they have very little bearing on the issue of Federal aid to education. 

I have talked with many groups of parents who were typically and 
sharply divided as to whether, or to what extent, the Federal Gov- 
ernment should finance our highways and our hospitals, care for our 
disabled and our unemployed, generate our power, or guarantee our 
farm prices. But I have always found that once they understood its 
implications, they were not at all divided in opposing the Federal 


financing of general education—whether for buildings or operating 
costs. 


Why ? 
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Because consideration of the program presented by Federal-aid 
proponents leads to these important conclusions: (1) The goal sought 
cannot be reached; (2) the need pictured is exaggerated; (3) the 
prescription proposed will kill the patient. 

The goal sought is equality of educational opportunity for every 
boy and girl in the United States. 

Our problem is represented by more than 150,000 schools in some 
67,000 school districts spread throughout the 48 States and the District. 

The only measuring stick proposed and, indeed, the only measuring 
stick available is that of money spent. But you can’t equate educa- 
tion to dollars any more than you can determine the number of people 
who will go to heaven from each State by taking a census tabulation 
of religious expenditures. 

In 1953 New York spent $356 per pupil in average daily attendance 
while for Ohio the figure was $215. Does anyone seriously believe that 
children of the Empire State are receiving a 50 percent better educa- 
tion than their Buckeye counterparts? Are we to conclude that Massa- 
chusetts schools are inferior to those of Montana, or that Missouri’s 
children will lose the race of life to Oklahoma rivals simply because 
the expenditure statistics so indicate ? 

Take a peek at teacher salaries. In 1954 the Illinois average was 
$4,015, that of Mississippi only $1,741. Before you commit the Fed- 
eral Government to correct this disparity, take a peek also at per 
capita incomes for the two States. However inadequate Mississippi 
teacher pay, it provided a sum more than twice as large as the average 
per capita income payments, while Illinois teachers were only 90 per- 
cent above the per capita average for their State. It would seem to be 
a fair inference then that financially Mississippi teachers oceupy a 
status in their communities equal if not superior to that enjoyed by 
Illinois teachers. 

If the percentage of male teachers offers any index of the financial 
attractiveness of teacher salary levels it is interesting to note that in 
this respect Mississippi outranks Michigan; Arkansas surpasses Cali- 
fornia and Connecticut; and West Virginia easily outdistances New 
York, New Jersey, and Pennsylvania. 

An interesting measure of educational effectiveness is presented by 
the United States Office of Education in figures showing the per- 
centage of population of high-school age actually enrolled in school. 
The figures are for 1950. Delaware, No. 1 in per capita income, was 
only 29th in high school holding power. Nevada, No. 2 in per capita 
income, was only 28th. Such interesting lesson material ought not to 
go unheeded. 

Public Law 815, concerned with construction of school facilities in 
federally affected areas, has required the United States Commissioner 
of Education to determine the “average per-pupil cost” of construct- 
ing school buildings in each State as a basis for grants, The figures 
determined for 1953 show, for example, a cost for Alabama, Georgia, 
South Carolina, and Mississippi of $900. For Michigan the figure is 
$1,200; for Illinois, $1,300; for New Jersey, $1,400; and for New 
York, $1,600. 

Thus we have the findings of the Office of Education itself that 
suitable school facilities are 77 percent higher in one State than in 
another. Yet when State expenditures quite naturally reflect such 
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differences, Federal-aid zealots contrive the conclusion that in the one 
instance boys and girls have a 77 percent better educational op- 
pera 

I would like to call another point to your attention. There is an 
almost unbelievable difference in the way in which States have organ- 
ized or consolidated their schools. For example, more than a third of 
the school districts—not schools—in New York have an average daily 
attendance of less than 20 pupilseach. For Illinois and Iowa the pro- 
portion of school districts with average attendance of less than 20 
pupils each is about 40 percent; for Kansas, 65 percent; and for 
Nebraska, 84 percent. 

Half the school districts in California, three-fourths of those in 
Michigan, and nine-tenths of those in Wisconsin have an ADA of 
less than 100 each. 

On the other hand, Alabama, Georgia, Kentucky, Louisiana, North 
Carolina, and West Virginia have not a single district with an ADA 
of less than 100. Arkansas has less than three-fourths of 1 percent, 
and Mississippi less than 30 percent of the districts in this category 
of attendance of less than 100 per district. Thus the lower per-pupil 
expenditures of this latter group of States reflects not only lower 
teacher and custodial salary costs, and lower school construction costs, 
but also an immensely more economical type of school organization. 

How many times have such facts as these been presented to your 
committee ? 

We are compelled, then, to conclude that neither per capita income 
nor per-pupil expenditure offers a measure of educational aceomplish- 
ment, and that any attempt to equalize education by equalizing ex- 
penditure is doomed to failure before it is begun. 

The figures available make it difficult to believe that school needs 
could be exaggerated. Yet in the sense that such needs are pictured 
as beyond the capacity of State and local government to meet, they 
most certainly are exaggerated. 

The impression is widespread that the flood of pupils is rapidly 
outdistancing the necessary expenditures to we rly house and educate 
them. Such a conclusion is not justified by the facts 

The year 1939 saw school construction at its all-time high, up to 
that date—$468 million. But by 1954 the figure had grown to $2 
billion. Making full allowance for the decline in dollar purchasing 
power during this period, we can say that school construction doubled 
while school enrollment increased only moderately. 

True enough, this oversimplifies the situation. We need meet not 
only new enrollments but past building deficits. 

he Social Legislation Information Service points out that in the 
past 5 years 5,600,000 additional pupils were enrolled in our public 
schools, but during this same period new classrooms were provided 
for 6,750,000. 

Naturally, some States have been more diligent than others in pro- 
viding new classrooms. This may reflect differences in deficiency 
backlogs, earlier recognition of the problem at hand, more aggressive 
solution of the problem, and so on. But at least the evidence suggests 
that the wealth of the State has little to do with its performance in 
this respect. 

In the 5-year period, Alabama enrollments went up some 23,000, 
but this year alone more than 1,000 new classrooms are scheduled for 
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completion. Thus, in 1 year this State is adding 1 classroom for each 
22 new pupils accumulated over 5 years. 

Most spectacular is South Carolina. While the 5-year increase in 
enrollment is only 7,493, the classrooms to be completed this 1 year 
number 2,200. 

On the other hand, in the District of Columbia this year’s new 
classrooms are in the ratio of 1 for each 340 increase in enrollment 
over the 5-year period. For Illinois the corresponding ratio is 159, 
and for Ohio it is 150. 

Thus we can see that areas in which school construction may have 
lagged badly in the past are now successfully closing the gap. 

If we turn to the matter of teachers, here again the picture is not 
as black as it is so frequently painted. For the United States as a 
whole, the teacher-pupil ratio actually improved in the 10 years from 
1940 to 1950. For Indianapolis, where I have the data complete 
through the last school year, the teacher-pupil ratio that year stood 
at its most favorable point in our history. 

Not only has the number of teachers brought into our school system 
kept pace overall with enrollment but the salaries of teachers have like- 
wise shown commendable progress. When due recognition is given to 
the importance of statutory enactment in teacher compensation and 
the inevitable lag in the legislation required to properly reflect pro- 
ductivity and price level changes, the performance is quite notable. 

In the decade from 1940 to 1950 teacher salaries more than doubled. 
This was somewhat less than the gain for all workers but better than 
for many individual groups. For example, teacher earnings went 
ahead faster than those of workers in finance, insurance, and real 
estate. In this period teachers fared worse than dictors but better 
than lawyers. 

A final point: We’re doing a pretty good job of getting teachers 
trained for the enrollment surge yet ahead. In the 2-year period from 
1951 to 1953 first-time students in teacher colleges increased almost 
exactly one-fourth, a much larger gain than public school enrollment 
showed in the same period. 

I would not want to leave this section without reference to Indiana’s 
School Survey Commission Report of 1952 because similar studies 
have been made in most of the States and it is on these studies that the 
national picture is projected. 

According to that report, between 1952-53 and 1957-58, Indianapolis 
would require a building expenditure which, it was said, would exceed 
the sum that could be raised by a 75-cent cumulative building fund tax 
levy plus the 2-percent bonding limit. Yet, so far, Indianapolis has 
met its needs with a 30-cent levy and has not exhausted its borrowing 
power. The estimate of needs for Indianapolis made by the school sur- 
vey commission was unrealistically large. 

Take the extreme opposite type of school district—Indiana’s famed 
Brown County, where a very large proportion of the land is owned 
by the State and where the balance has a low taxable value. The 
school survey commission projected a need of $114 million which it 
showed was substantially beyond that county’s resources. Yet the 
commission’s own figures showed enrollment was expected to decline 
during the period and the sum proposed to be spent would be enough 
to virtually replace 100 percent of the entire school plant in 5 years. 
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Many existing, difficult situations reflect failure to modify legislative 
restrictions rather than lack of economic ability. Solutions can be 
found, as indeed we have been able to do rather successfully in Indiana. 

We have enacted laws to enable school districts to establish holding 
corporations to build schools and rent them to the school districts until 
paid for, when they become the property of the schools. We have 
made available a large common school fund for loans to school units 
that might have difficulty selling their bonds. We have adequate legis- 
lation for consolidation of school districts. We have permitted school 
districts to levy cumulative tax levies in anticipation of needs, of as 
high as $1.25 per $100 of assessed valuation to build schools. Over 
350 of our 1,100 school units are levying taxes under this law. 

In the session of the legislature just ended we have authorized for 
hard-pressed school districts long-term loans at 1 percent interest, sub- 
stantially increased our State-aid program for current operating costs 
of schools, increased minimum salaries of teachers, upped the ceiling 
on school tax levies, and established conditions under which off-site 
construction—prefab—of schools may be permitted. By the use of 
these methods, it is believed every school unit in the State can now 
meet its needs. 

I think this is somewhat interesting in view of the fact that we did 
have reports given to this committee that Indiana was able to meet 
only about 29 percent of its requirements for school needs. That 
figure, like many other figures that have been floating around these 
past few months, is very illusive. No one knows where it came from, 
but it certainly was never based on facts. 

To illustrate further how the need for help from the Federal Gov- 
ernment is often more apparent than real, let me quote from a recent 
editorial in the Louisville Courier-Journal. 


In fact— 
it said— 

Kentucky is pinched beyond most, having reached the limit of an old and 
outgrown tax system, and too fearful of political shadows to do anything 
about it. 

I do not want to take this out of context because the editorial 
endorsed the idea of Federal aid to education. 

A brief examination of State and local expenditures for education 
will reveal that Federal aid is not needed by any State. 

Mr. Perxrns. In order that this committee may not be misled by 
this editorial, I ask that you furnish’the entire editorial and insert it 
in this record. 

Mr. Burkuart. All right, sir. 

Mr. Perxrns. I recall reading the same editorial. 

Chairman Barpen. Without objection, that will be done. 

(The information referred to will be available for reference when 
furnished. See letter of Mr. Burkhart, subsequently made a part of 
this printed record, p. 462.) 

Mr. Burxuarr. On the average, State and local revenues for pub- 
lic schools represent about 214 percent of income payments to in- 
dividuals. Thus, for a State to improve its educational effort by 40 
percent requires the expenditure of only an additional 1 percent of 
its income, a sum certainly well within the reach of every diate. 

This perhaps is the proper place to take note of the well-known 
and well-worn line of argument to the effect that corporate incomes 
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transcend State lines, are unevenly distributed geographically, and are 
beyond the taxing power of State and local government. Our Fed- 
eral-aid friends depict our land as characterized by vast aggregates 
of wealth and income presently untaxed that must be taxed if schools 
are to survive. 

Greater nonsense cannot be imagined. Seventy-five percent of the 
Nation’s total tax revenue is already garnered by the Federal Govern- 
ment under a system of income and estate levies so progressive in struc- 
ture as to make even the most radical reformer of 20 years ago gasp 
with astonishment. 

Put in another way, Federal revenues are now 6 times State, and 
are, likewise, 6 times local revenues. If this disparity is not enough, 
if it must be further accentuated, then our States ought, in decency, to 
surrender their constitutions and become in form what they are 
rapidly becoming in fact, mere administrative adjuncts of Washington. 

The Indiana Teacher of December 1951, in the section dealing with 
NEA membership matters, made this interesting report : 

Puerto Rico has done the best to date, having upped their count 6,243 over 
last year * * *. The teachers of Puerto Rico, with an average salary of $1,600 
per year, pay a total of $72 for local, Territorial, and national professional 
organizations. 

Now the NEA apparently applauds a 414-percent levy on these 
teachers for dues, but at the same time repeatedly tells Congress that 
if certain needy States raise their educational outlay from 214 percent 
to 314 percent they will go bankrupt. 

Thus, I hope you will not be swept away by the reckless array of 
figures which have been and will be paraded before you. I am confi- 
dent investigation will show they portray not needs but, rather, ideals 
which intensely school-minded persons would like to see effectuated 
were there no restraints whatever on their desires. 

This is no time for complacency. The job still ahead is big enough 
to challenge our energies and our ingenuity to the utmost. 

But the facts prove that we have met and can continue to meet our 
school needs through the traditional agencies of State and local gov- 
ernment, modified, no doubt, by increased State participation in cer- 
tain instances, a trend which is everywhere already in evidence. 

Needs pictured as being beyond State and local government capaci- 
ties are not only exaggerated, they are nonexistent. 

We have now reached my final objection to Federal participation in 
education— the prescription proposed will kill the patient. 

This is by all odds the most important point. If the only contro- 
versy arose over attempting to equalize something that cannot be 
equalized or fulfilling needs that have been made to appear fictitiously 
large, I would not journey to Washington to plead for your most 
thoughtful consideration of this whole issue. 

No responsible person advocates the Federal control of education. 
ey every major group is on record as violently opposing such 
control. 


This greatly simplifies our problem. For our only assignment then 
is to taut eta whether we can have Federal aid without Federal 
control. 

There are two approaches. One is to dismiss the danger lightly 
with the briskly confident statement that we will legislate against 
such control. 
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The other approach is to examine carefully what has happened in 
every single areg of activity where Federal funds have flowed. I be- 
lieve there is no such area where for any considerable length of time 
any considerable amount of Federal funds have been applied where 
controls have not appeared. 

Why then should we, how then can we put our neck in a noose which 
all acknowledge as fatal ? 

The Federal Government has long had its hand in vocational edu- 
cation, and many persons unacquainted with this program point it 
out as a splendid example of grants without control. Of course, the 
truth is quite different. Without taking time to detail the exact na- 
ture of these controls, let me quote from an article by George E. Myers, 
professor of vocational education at the University of Michigan, ap- 
pearing in the Harvard Educational Review of May, 1938: 

However well Federal legislation may guard the rights of the States in the 
matter of educational control. If these authorities are more concerned about ob- 
taining the Federal money, as the majority appear to have been in the case of 
Smith-Hughes vocational education, than in maintaining State and local auton- 
omy in fundamental educational matters, the control will go more and more to 
the Federal Government, whatever legislation is enacted. Many State directors 
of vocational education are coming to be looked upon as agents of the United 
States Office of Education rather than as employes of their State boards * * *. 

You will all remember Indiana’s celebrated welfare battle with 
Oscar Ewing, and I am sure no one here would suggest that the States 
administer their welfare programs free of Federal restriction and di- 
rection. 

More recently we have been told that State employes in our Conser- 


vation Department are subject to the Hatch Act because this depart- 
ment receives certain Federal funds. ‘The pattern is always and ever 
the same. 


During his tenure at Columbia University, President Eisenhower 
said: 


The Federal Government has no right to take tax out of pockets and then give 
it back to us without some form of supervision. 
He was exactly right. 

Nearly two-thirds of the Nation’s school districts contain fewer than 
50 pupils; 40 percent contain less than 20 pupils. Are we going to pour 
sufficient Federal funds into them to enable their educational quality, 
variety and buildings to compare favorably with school districts of 
500 or 5,000 pupils? We shouldn’t and we wouldn’t and we couldn’t. 
Here, as elsewhere, we should have to intervene, impose controls. 

John J. Tigert, a former United States Commissioner of Educa- 
tion, then president of the University of Florida, in a statement made 
some 20 years ago—I believe, to this very committee—said : 

Eight years of service in the United States Bureau of Education convinced 


me that Federal support in public education would not be desirable * * *. Fed- 
eral money would be followed by Federal interference. 


An early Committee on Federal Relations to Education reached this 
significant conclusion : 


Partisan or class propaganda bringing itself to bear upon mature citizens in 
legislation is a serious enough difficulty for a democracy. Once it is allowed to 
operate on the plastic and uncritical mind of youth at school, democracy faces 
a catastrophe. A decentralized system of management and control of schools is 
the one absolutely reliable antidote to the easy capture of schools by the propa- 
gandists of an economic, social, or political cult. 
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The Education Subcommittee of the Federal Intergovernmental 
Relations Commission, first known as the Manion Commission, and, 
now, as the Kestnbaum Commission, may have reached like conclu- 
sions, but apparently we are not to have the benefit of this report at 
this time. 

I think I would like to make a comment that inasmuch as this issue 
is critical in the minds of Congress, I think it is too bad that we do 
not have the advantage of this Commission’s study. I am sure that 
they must have been able, in that period of time, to assemble many 
facts that are not available to us, and I hope that is corrected. 

Dr. S. M. Brownell, writing in School and Society in 1939, in ap- 
praising this whole problem, raised many pointed questions. Time 
permits me to quote only one: “If Federal aid (and control) does not 
prove to be satisfactory, what is the chance of change away from 
Federal support and control ?” 

Senator Byrd, speaking against the 1948 bill, said: 

I do not believe that the guaranties in the bill, to the effect that it will be a 
home-rule bill, are worth the paper on which they are written. There is no 
way by which one Congress can guarantee that « future Congress will not change 
what has been done * * *. There is the further fact that there is not a 
single Federal subsidy today which is not controlled by the Federal Govern- 
ment so far as the manner and method of its expenditures are concerned. 

John Foster Dulles, in an address before the American Political 
Science Association in 1949, touching on the matter of Federal entry 
upon the educational scene, left his listeners this $64 question : 

Would not our youth for the first time in our history be subjected to the risk 


of indoctrination by whoever might at a single time come into power at a single 
place? 


While the chairman of this very committee, Congressman Lesinski 
made the statement that : 


I am convinced, after the hard study we have put to the question, that no ac- 
ceptable bill preventing Federal domination of local schools can be drawn. 


The 1938 national convention of the American Legion authorized 
the setting up of a cooperative committee with the NEA. This com- 
mittee, as easily could have been foreseen, recommended to the 1939 
convention endorsement of a program of Federal aid to education, and 
the convention, in fact, did adopt such an endorsement. Similar reso- 
lutions were maintained in effect until 1952, at which time the na- 
tional convention directed the National Executive Committee to re- 
study the whole issue as a result of which a new resolution was adopted 
from which I quote in part: 


Whereas it is now believed upon further study that Federal aid to education 
cannot be administered without Federal control inasmuch as there has been 
no instance of Federal grants which did not immediately or ultimately result 
in such controls; and 

Whereas, it is believed that the problem of financing the educational system 
can best be met at locallevels; * * * 

Now, therefore, be it 

Resolved, That * * * [the Legion] is opposed to the appropriation of Federal 
funds for the provision of grants or assistance to the secondary school systems 
of the respective States. 


Such resolutions automatically expire in 2 years. So the subject 
came up again at the Legion’s national convention held here in Wash- 


ington last fall. The convention noted that the Legion had not op- 
posed. the Lister-Hill amendment. It adopted a new resolution, ex- 
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pressing displeasure that the previous resolution had apparently not 
been followed by the legislative representatives, and made its position 
unmistakably clear : 

Now be it further 


Resolved, That the National legislative director be instructed to oppose any 
and all legislation in Congress which violates Resolution No. 31, i. e., legislation 
which advocates Federal aid and/or Federal control of education. 


My last witness is Dr. William F. Russell. Many years the dean 
of Teachers College, Columbia, he addressed the department of super- 
intendents of the NEA in 1935, and it is from that message that I take 
the following. I make no apology for such a lengthy quotation 
because Dean Russell expresses my own views more gracefully and 
effectively than I myself could phrase them : 


The public schools are dear to the hearts of the American people. We love 
them because they belong to us. No national government forces them upon us. 
No minister of education prescribes their operation * * *. We, the people, deter- 
mine who shall learn, who shall teach, what shall be taught and by what methods, 
what the school shall be like, where it shall be located—and we reach down in 
our own pockets and pay the bill. 

We can go from country to country in the world today and note the way in 
which certain of the strongest governments are using their highly centralized 
school systems to entrench themselves for years to come * * *. The young are 
being enticed, their minds are being seduced, helpless in the powerful grasp of 
propaganda through nationwide compulsory education completely under national 
control * * *, 

Thus the American has only to examine education in Russia, Japan, and Nazi 
Germany to come to appreciate the precious treasure that he has in the public 
schools * * *, They are almost perfectly protected from nationwide partisan 
or transitory desires. There is a remote chance that some Hitler in some future 
time might be elected to high office in the United States: but he would have a 
difficult time, indeed, to win control of our schools and colleges. 

That is, he could not have dominated the schools in the past; but a new day 
is at hand * * *. The depression is modifying the balance of power between 
the localities, the States, and the Federal Government; and there is a good 
possibility that measures now pending, if adopted, may alter fundamentally the 
American method of school administration, and make our schools more like those 
in Europe and Asia that I have cited. 


The arguments for Federal aid to education are persuasive. They 
appeal to the best that is in us, to our traditional spirit of fair play and 
help to the underdog, to our willingness to share our substance with 
those less fortunate, to our faith in education as a solution for most 
problems in human relationships. 

The arguments against Federal aid are unanswerable. They are 
“Ppa to the mind rather than to emotion. 

Il in all, we have the best school system in the world. It is respon- 
sive to local needs and local ideals. Any group and any community 
can make its own educational plant conform to its desires, and how- 
ever deficient such desires may be in certain instances, in the long run 
they will carry us much farther down the road we want to go than 
directives from Washington. 

Poor though some areas may be, there are none so poor, I believe, as 
to be willing to sell their children’s minds to Washington in exchange 
for a few scraps of subsidy. If we permit Washington to take our own 
dollars to do our own local job, if our individual responsibility has so 
withered away that we can contemplate calling in a horde of educa- 
tional carpetbaggers to impose their doctrines on our children, and at 
our expense, we shall well deserve the fate that most assuredly will 
overtake us. 
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Chairman Barpen. Does that conclude your statement ? 

Mr. Burxuarr. Yes, sir. 

Chairman Barven. Mr. Burkhart, I would like to ask you just 1 or 
2 questions. 

First, let me say I appreciate very much your statement; it was 
quite interesting. It is not exactly with the attitude of either attackin 
or questioning your statement, but I think all of us will admit that we 
have a growing problem in connection with the school system? 

Mr. Burxuart. Yes, sir. 

Chairman Barpen. I think we also have to admit that, as the Fed- 
eral Government moves in and continues to dry up the revenues of 
the States, the problem increases with the States. 

Mr. Burxuarr. I think that is very true. 

Chairman Barpen. I for many years have been the subject of con- 
siderable criticism because I thought I could see the time when the 
Federal spending would result in the drying up of the sources of reve- 
nue traditionally used by the various States. 

Now I have about given up the idea of cutting down Federal appro- 
priations or shrinking our Federal departments, and I must say there 
that that is not the fault of the Congress or of a particular administra- 
tion. Itisthe fault of the American people. That is, it is their demand. 
They are constantly demanding more and more and more service, Is 
that not correct ? 

Mr. Burxuart. It is quite correct. 

Chairman Barpen. Now I played a little football one time, and it 
did not take me long to find out that it was not a very practical idea to 
stand still and try to tackle a fellow coming at you. The best thing to 
do is to meet him. Assuming and I do not think it is a violent assump- 
tion, that you are opposed to this, what do you have to offer as a solu- 
tion ? 

Mr. Burx«uarr. You cover lots of ground there. Are you talking 
about the whole problem or the educational problem? It seems to me 
that I would like to separate the two. I have views on those other 
things, too, but I do honestly feel that education is one thing and ought 
not to be lumped with other items. I think the importance of keeping 
education decentralized, locally controlled, far outweighs the general 
economic considerations that might govern such things as roads. 

Chairman Barpen. We are exactly together on that. I will never 
vote for a bill that takes one particule of the control away from the 
State and local schools. That is fixed, and is as much a part of my 
head as my nose, as far as that is concerned. But the thing that does 
disturb me is that we must admit the school Se pepe is growing. We 
must admit, whether we like to or not—and I do not like to—that the 
sources of revenue for the State are diminishing. 

I am serious; I am not being facetious. 

Mr. Bur«uart. I know you are not. j 

Chairman Barpen. I am not just trying to ask a tricky question, but 
your statement indicated that you had given a lot of study to this, and, 
along with that, I am sure ba yad some Vision in looking ahead. What 
is the solution? In what direction can we go? ; 

Mr. Burxuart. I feel that we are working toward a solution. I 
think that, as I indicated, the trend in most States now is towards the 
State itself, assuming a larger burden of the school expenditure. That 
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gets to the heart of the thing you are talking about, their sources of 
revenue. 

I think most States, regardless of whether they are the so-called rich 
States or so-called poor States, even rich States have wide variations 
in counties and so forth and the type of taxation that is available to 
those local communities will not often produce the adequate funds to 
support their school. 

Chairman Barpen. That is a good answer for the moment. 

We say that 3 members of a family of 5 have gone through all their 
money and they are broke. Two members have a good bit of money 
left. So, in order for all 5 of them to have some money, they divide 
up and then all 5 have some money. Then the three run through with 
theirs again and they divide up again. Now that is exactly what we 
are doing in these States. We say: Now that we have dried up these 
local counties, we will make a better showing by putting the obligation 
on the whole State. But that is no insurance against the further drying 
up of the sources of revenue. 

The fact that you merge the broke counties with those that have 
something, if the process which I mentioned a moment ago went on, 
there would not be any of them that would have anything. 

At the present moment, my State legislature is in session, and they 
are having an awful problem to raise $29 million. We have a 3-percent 
sales tax, we have dog tax, we have income tax, we have inheritance 
tax, we have every kind of tax. I do not think there is a single one 
overlooked, not one. 

Now it disturbs me to look a little in the future and see what is next. 

Mr. Burgkwart. I think it would. I think it disturbs all of us. 

Chairman Barpen. That is what impels me to begin to inquire into 
some source of revenue. 

I will admit, for this particular argument, that a Federal appropria- 
tion is no cure-all, We are the victim of a system that has grown up 
around us, and apparently no one can throw it off, and the people do 
not care to throw it off. 

I was just looking at a book here, Mr. Burkhart, a Senate report, 
which shows that the Federal Government now owns 21.3 percent of 
the land area of the United States. That is not taxable, but it comes 
from the States. It is sliced out of the States. It does not pay taxes. 

So, with these growing needs, the States are called upon, with ap- 
proximately 2114 percent of their basic assets taken away from them-- 
about 78 percent left—to provide for increasing demands. I just want 
somebody that has thought that out to give me some kind of an answer 
as to how long this can go on. 

Mr. Burxuart. Well, I think, if I may limit this to this one thing, 
I think it is tied up overall with this whole problem of Federal domina- 
tion of revenues, and you might say, on one side, if that is the problem, 
the Federal Government has dried up the sources; that the proper 
solution is not to keep putting more things onto the Government but, 
rather, to take them away. 

I would agree with you, that is apparently impossible to do, and, at 
least on the surface, does not seem to be what the people want. 

So we cannot approach the problem that way. 

I do feel this, that, first of all, I am very confident because I talked 
with a great many different parents on this thing in a good many 
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different areas, and this happens to be something I am quite interested 
in. I believe in any kind of community, whether it is rich or poor, 
rural or urban, when they go into this thing the people feel that they 
are quite willing and determined to make whatever sacrifice, reorgan- 
ization, rearrangement that is necessary for their local and State gov- 
ernment to solve their school financing problem. I think it is quite 
within their capacity to do so. As I indicated here, on the average 
there is not too wide a variation, but, just taking an overall average, 
the States are spending about 214 percent of their income on educa- 
tion. So we are not talking about something that is clear beyond their 
capacity. It may be inconvenient, it may take a lot of thoughtful 
appraisal, and it may require new methods. It has certainly been true 
in our State that we have had to completely revolutionize our financ- 
ing. Historically we did it by issuing bonds. We have a 2 percent 
bond limit, and we have a valuation base which is, by law, only sup- 
posed to be one-third of the actual value, and, of course, very seldom 
is an assessed valuation, what the law provides. So it is more nearly, 
probably, 25 percent or something like that. So it has been impossible 
to do the job through bonds and tax levies of conventional sort. 

We have found, through the school holding companies and other 
devices, that we have been able to meet the problem. 

Chairman Barpen. But, at best, are we not operating like a firm 
going broke? 

Mr. Burxnart. The Federal Government is; it is already that way. 

Chairman Barpen. I am talking about the States, They are just 
borrowing from Peter to pay Paul. 

Mr. Burxuart. Well, who do you think the Federal Government 
is borrowing from ? 

Chairman Barpen. Both, Peter and Paul. 

Mr. Burxuart. Well, I think the States are capable of meeting their 
educational needs, and I think the people would like to have those 
needs met at the State level primarily because of this control problem. 
If it were not for that I think the people like the idea of things being 
done by the Federal Government because it is so convenient. ere is 
always somebody out here glad to take care of it, and they do not have 
to worry about all these problems. 

Chairman Barpen. But you are speaking of the tax value on real 
estate. 

Mr. Burxnart. Yes. 

Chairman Barpen. Real estate is worth either what it produces or 
what it will bring, and you and I have seen it go up and down, and 
when it goes up and then turns and goes down somebody gets caught, 
and that is the way that operates. We tried to take care of that back 
in 1933. I remember the State legislature with the sales tax. We out- 
grew that very quickly. We have added another cent. 

But the thing I agree with you so much on—and yet the problem 
is still with us—that session was when we started the State control 
and supervising and handling of our local schools because they were 
going to give us some money for the local counties, and they relaxed— 
and then, in the final analysis, in the bill they took virtually every bit 
of the control from the local communities and put it in the capital of 
the State. I was the only man in the legislature that voted against it, 
and I said then that heretofore your school building in the community 
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has been the center of social and economic and educational activity 
and the lights were on in those buildings virtually every night in the 
week, You are going to put the lights out in those buildings and you 
are going to have to retract part of it. They did have to retract part 
of it, but, of course, I was a curious monkey voting all by myself. But 
at m same time I was firm in my belief that that was going entirely 
too far. 

Now, having seen that and having seen the picture of the high-school 
teachers and the other teachers spending probably 15 percent of their 
time fixing up voluminous reports and send them into Raleigh, I told 
the superintendent of education—it has been some time ago—that there 
was not a warehouse in North Carolina big enough to house those 
reports and he certainly did not have enough people to look at them. 
They could not even catalog them. 

Now I do not want that to grow into this picture. If we make a 
move let me ask you your objections to a proposal that if any money 
goes to the States and can only be justified, I say this to you in the face 
of a real emergency which is just around the corner and much closer 
than prosperity was back yonder when it was around the corner, it is 
much closer to us, that if we have money made available to the States 
that the States have absolute control of it when it goes to the State, 
and the only place that it can be directed or guided would be to write 
in the authorization act, in the congressional act, that this money must 
be used for the construction of school buildings or additions to school 
buildings, and then provide in there that any violation of that or 
mishandling of it, action may be brought by any United States district 
attorney in the State where the violation occurs and not come to 
Washington to look at some administrator. 

Now if we are going to do it, do you not believe that is about as tight 
protection as you could have? 

Mr. Burxnart. You and I are in agreement exactly on theory from 
the top to the bottom. I mean I think your idea about the danger in 
State control is just as real as Federal. But I think there is a great 
distinction in the fact that if we assume that the States do finally get 
control, which I think they are going to get, at least I think it is wiser 
and safer to have 48 separate educational systems than it is to have one, 
at least we have some degree of decentralization, although nothing 
like we would like to have. It is some protection against one group 
getting control of the whole works. 

I think most local districts could finance their schools, but if you 
press that too far you are accused of being against children, against 
education and against everything else and so you temporize a little bit 
and you have, to some extent “Let us equalize it at the State level.” 

It seems to me that if, as I indicated here, if the States cannot fi- 
nance education, then what is there that it can finance? Why have a 
State government ? 

Chairman Barpen. You take an ablebodied man and tie both hands 
behind him and both feet together and then look him square in the 
face and say: “You mean to say you cannot even lift a 5-pound 
weight ?” 

Certainly he can if you will take the ropes off of him, and if there 
were slack in the bindings around the States a little bit they can take 
care of it. But the thing that disturbs me is that here is one group 
after another, and every department of this Government is calling 
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on this Congress to expand its operations right now, and I am not 
going to cuss the Administrator too much because he is acting in line 
with the demands of the American people. 

That poses the problem that, I must confess, confuses me, and you 
are not so far wrong when you say, well, you are going to aggravate 
that by making it necessary for the Federal Government to further 
invade to get the money to pay back to the States. 

Mr. Burxuart. I think it is just possible, I would not want to pre- 
dict it, but it is just possible that some day there might be a change 
in the thinking of the people as to what should be done by the Federal 
Government. 

Chairman Barpen. In the meantime, Mr. Burkhart, the thing that 
overwhelms me is the fact that we are adults, we are grown people, 
and we are chargeable with the care and protection and education of 
these children, and I do not feel that I am acquitting my responsibility 
or that I am performing when I say: “Okay, I have a certain theory ; 
if I cannot have my way about it, you just grown up as ignorant as 
Iam.” 

Mr. Burxuart. Of course, that is a debatable thing, but in general, 
we have thought that it was a Federal responsibility. That is the 
new ground. In other words, up to now we have not felt that it was 
your responsibility as a national legislator to solve that problem. 

I think the other thing is that I think the States are solving this. 
I do not think it is fair to say that the thing is going to pot. I think 
the evidence, and I think as more evidence comes into these hearings 
there will be more of it, I thought Mrs. Hobby’s own testimony here 
just a few days ago, as far as I was concerned, I thought she was sort 
of testifying on my side because when you begin to get into this thing, 
first of all you find that the needs they pictured just several weeks 
back begin to evaporate quite rapidly. And I think it shows the school 
construction is going ahead at a much more rapid pace than the Office 
of Education wanted to admit at Christmastime. So I do not think 
it is fair to say that we have a situation that is not being met, that 
does require Federal intervention. 

Chairman Barpen. Let me ask you this, They are doing a wonder- 
ful job, but what is that percentage that the Federal Government is 
taking out ? 

Mr. Burxuarr. Seventy-five percent. 

Chairman Barpen. Do you not think they are doing a wonderful 
job on 25 percent? 

Mr. Burgxuart. I think they are doing a wonderful job. 

Chairman Barpen. Here is one thing I would like to ask you: 
When I mention the percentage of property of the United States 
real estate owned by the Federal Government, what is wrong with 
the Federal Government, Uncle Sam, being a good citizen in the com- 
munity and the State being a good citizen and paying taxes? 

Mr. Bourxuart. It suits me. 


That is not a part of this proposal, but that would be fine, and I 
would be for that. 

Chairman Barven. I am not trying to catch you. 

Mr. Burxwart. I know. 

Chairman Barpven. I want just a sound statement. 

Mr. Burxnart. I am quite sure that there must be States, and I 
remember seeing these figures in the paper, but some of these States, 
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well, I guess Nevada is the highest; 87 percent of their land is owned 
by the Federal Government, and I presume they have quite a problem. 

I think the State and local government have to get away from prop- 
ote taxes as a main line of support. I do not think it is going to 
hold up. 

Chatemen Barpven. Well, the real estate pays virtually all the school 
bills in the average county, for instance. That is where it comes from. 

Mr. Burxuarr. Except that I think you do find increasingly the 
State taking over a larger and larger part of that burden through the 
sales tax. In our State we have a gross income tax which is a different 
version, but it is the same general approach. 

The State now, in Indiana, takes care roughly of about 40 percent 
of the total school expenditures, and, to that extent, property has been 
lightened that much, 

Chairman Barpen. Well, I did not mean to take up so much time. 

Mr. Perkins? 

Mr. Perkins. Mr. Chairman, I will not take but just a moment. 

The statement as read by Mr. Burkhart is very interesting, and, 
though I have not been here too long, commencing my fourth term, 
I believe, for instance, the concluding paragraph on page 23: we cer- 
tainly all believe in free speech, but I believe that your concluding 
paragraph is one of the most absurd statements that I have ever heard 
a witness make. 

Now, pursuing the thought of our chairman just a little further, we 
have some poor counties in this country that are spending a high per- 
centage, far above the national average of their per capita income for 
educational purposes. We all know that it is the primary responsi- 
bility of the local government to finance education. We all agree on 
that. But who can help us equalize educational opportunities in 
these poor areas where much of our wealth, I mean the State wealth, 
we pay to the Federal Government and it is being taken from us. It 
seems to me that the Federal Government, not for the purpose of con- 
trolling education in any respect, but we will have to call on them to 
equalize educational opportunities to give some of these poorer school 
districts the consideration they deserve, and I am thinking about a 
county in my district that did not even require the services of a draft 
board during World War I. These people are just as patriotic as any 
group of people that live. They are unable to build schools in that 
county, and, as I gather from your statement and from what you stated 
to the chairman, you would suggest that they go to some richer county 
in Kentucky at call on the State legislature to take some of their 
wealth to build these schools. But, asthe gentleman stated, that wealth 
is not there. 

But for our taxes, excise taxes on tobacco, and so forth, we certainly 
would not want any Federal help in counties like Breathitt County or 
Knott County, but to equalize educational opportunities it is the only 
place that we can come, and I am certainly hopeful that this commit- 
tee will throw statements like you have made aside, and meet the needs 
of the school children in this country, and enact a Federal aid-to-school- 
construction bill. 

That is the only comment I wanted to make, Mr. Burkhart. 

Mr. Ex.iorr.. Mr. Burkhart, what is your profession ? 

Mr. Burxuarrt. I am in the life insurance business, College Life 
Insurance Company of America. 
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Mr. Exxiorr. What was the name of the company ? 

Mr. Burxuarr. College Life Insurance Company of America. 

Mr. Exxiorr. Well, now, to pursue a bit what the Chairman and the 
gentleman from Kentucky have mentioned, I want to say to you that 
I am quite as worried as I think you are about any possibility of Fed- 
eral control or State control or county control or city control over the 
minds of America’s youth, and I have been trying since these hearings 
started and over the period of the past few years to inquire into the 
possibility of that control. 

You mentioned selling the children’s minds to Washington. How 
do you envision, Mr. Burkhart, that that would be done under a bill 
such as the chairman has mentioned which appropriates moneys for 
the use of the States to construct school buildings? 

Mr. Burxuart. Well, I feel that on a matter of this kind about all 
we can do is go by what has happened in the past in other types of 
activity. 

As I mentioned here, I do not know of anyone that advocates that 
the Federal Government control education. At least, if they do, no 
one advocates it publicly. But I think it is inherent, whether at the 
national or State level, it is inherent that wherever you spend money 
sooner or later you exercise control. I think that control starts out 
gently and gradually. I do not doubt that if you passed a bill now, 
perhaps the first 2 years there might be no control, and the next 2 years 
it would be very slight. 

I do not think it is an overnight operation. 

But I think you get that constant pressure to get the recipients to 
conform to the ideas of people administering it. In other words, you 
start out by, well, let us just take a simple example at the State level. 

As we start putting out more and more money in Indiana to equal- 
ize the situations ree | as Mr. Perkins was describing, you have a cer- 
tain growing discontent because maybe some of these school districts 
are inefficiently organized. So you think that, well, from an efficiency 
standpoint, this school district is not big enough ; so we will make you 
merge or you cannot get any money. 

I do not think that is an unreasonable thing to do, but it is char- 
acteristic of this thing in its best form. In other words, you say “That 
is right.” 

But this thing begins to expand. You set up standards for the 
buildings, you set up standards for teachers and teacher training. I 
think these things come into the picture because somebody has an idea 
here how an educational system should be run. 

I do not mean that they are bad people. And maybe their ideas are 
good ideas, but I just think that over a long period of time you get 
that constant intention of getting a more uniform system of education. 

That is what you are trying to do, that is what you are talking about. 
You are talking about equalizing education. In order to really equal- 
ize it you have to make it more nearly uniform. 

So in these constant questions, to see that each pupil in each area 
gets essentially the equivalent opportunity of other pupils, you are 
going to have to set up standards so that you know whether or not they 
are getting equal opportunity. 

I think the thing just is a progressive thing, and that over a long 
run you end up with that very situation. 





FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 453 


You see, if you take the fields where they are in now, we have not 
had much complaint, I think, because they have involved things that 
were less controversial. You take vocational education. If you are 
dealing with testing seed corn or baking pies or something like that 
you do not have quite as many areas where you can get upset because 
somebody set down the rules as you do in social science and things of 
that sort. 

But certainly in the vocational-educational field, if you go to your 
State office of public instruction, you will find that each State has made 
a compact with the United States Office of Education, they have a 
great big manual governing the use of these vocational funds. It cov- 
ers everything—the class period, the frequency of class periods, the 
qualifications and training of teachers. Everything about it is set up 
in this manual. I am sure you would find it in your own State. 

Mr. Gwinn. Does it cover the subject matter to be taught ? 

Mr. Burxuartr. They have five divisions: Curriculum, teacher train- 
ing, hours, facilities that must be available, and soon. So I think you 
would find that it is very, very closely controlled. 

Mr. Exxiorr. Let us stop right there on vocational education a bit. 

Mr. Burxuarr. All right. 

Mr. Exuiorr. I have been looking around and trying to find any Fed- 
eral control of the minds of the boys and girls taking that training. 
I did some of it last week and I have not been able to find that that 
has been true. Instead, I have found that the Federal aid in that 
field has been a stimulus or stimulation that has caused that type of 
training to be expanded by the States and by the local communities to 
a degree that must be thrilling to people like the chairman of this 
committee here who has been active in the field over a period of sev- 
eral years of providing that type of legislation. 

I think—and I would like to say—and this may be a debatable mat- 
ter between you and me, but, so far as I have been able to find, I re- 
ject your claim of any control whatsoever by the Federal Government 
over the children’s minds who take that training. 

Let me show you just how absurd I think a lot of these arguments 
about control are. 

Last week I was in Hayden, Ala., a little town nestled in the southern 
Appalachians down in the foot of my district. It has been a long time 
since I had been to the school there, and I called on the school, and 
as I walked in there was a bronze plaque on the entrance which said 
that this schoolhouse was built by the Works Projects Administra- 
tion and the PWA in 1937. 

The first teacher, when I went in, the first teacher I met, I said, 
“Lady, I do not know your name, and, before I know your name, I 
want to ask you how long have you been teaching here.” 

And she told me so many years. 

I said, “Do you feel any impress, any strangulation of the Federal 
Government over what you are able to teach here and what your 
children are able to learn by virtue of the fact that this building was 
built in 1937 by the WPA or PWA?” 

She said, “Of course, not.” 

That is what we are talking about in this bill here. We are talk- 
ing about building school buildings to put our children back in school. 

I cannot think of any correlation at all between the ideas that you 
have expressed of control if Uncle Sam helps these States and com- 
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munities as Mr. Kearns so often and so ably expressed it, to put some 
brick and mortar into these things to put children in the school. 

Do you not think when you come here to talk about the minds of 
children of America being placed in intellectual slavery and depravity 
that that is going to the point of being ridiculous? 

Mr. Burxuarr. It would be, I think, if you assumed that the only 
Federal aid consisted of a few school buildings that might be built 
in the next 2 or 3 or 4 years to meet what is regarded as the temporary 
emergency, and that was the end of it—I would agree with you whole- 
heartedly. 

But it seems to me in the field of education, of all fields, that any 
decision made ought to be made very carefully thinking over what 
likely will evolve. In other words, if you take any particular activity 
of the Federal Government, when it was proposed it was proposed just 
like you are talking about this. 

Let us take the income tax—not that I am arguing against the in- 
come tax. But when the income tax amendment was proposed, if you 
would go back to the discussions in committee and the debates on the 
floor, somebody proposed that it someday might be 5 and 10 percent 
and they threw up their hands and just like you are saying to me 
“That is ridiculous; you ought to be run out of here for making such 
an assertion.” 

Mr. Exxiorr. I did not say you ought to be run out. 

Mr. Burxuart. I know. 

I think you can go right down the line on every radical departure 
we have had in our governmental program, and at the time it was 
initiated it was pictured in its most favorable terms and in a limited 
sense and something that would be held within bounds and would be 
easily controlled and so on. Yet those things just grow, grow, grow. 
That seems to be inherent. 

Actually, if you are going to give help, I think school buildings are 
the ideal way todo it. I would much rather see money spent for school 
buildings and for the general operating program, because I think 
it is far less dangerous in its edeaibhe eventualities. 

What disturbs me is that once we cross the line, once we decide that 
the field of general education is a field where the Federal Government 
promptly should take a hand in a general, widespread way, then I 
think the die has sort of been cast, and I think the next Congress will 
be asked for more and more money, and I think it will spread to 
teachers’ salaries and operating costs and all those things. 

I grant this is a longtime thing we are looking at, but we have to 
look at it now because once it is done it is hard to reverse these things. 
Once we get them I do not know how to get rid of them. Just like 
the chairman said, when we have something like this no one wants 
to retract it; they want to expand it. 

It just seems to me that here is one area of our life that we ought 
to preserve from this possible danger. Maybe I exaggerate the danger, 
but if there is any possibility that it is there it seems to me that we 
ought not to take the leap, and we ought to find other areas that we 
can get Federal funds into the picture. We are doing that already on 
a big scale. 

It seems to me that surely this one field is well within the capability 
of every State. I think the figures I just gave—— 
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Are you from Alabama, I believe you said ? 

Mr. Ex.iorr. Yes. 

Mr. Burxwarr. One thousand classrooms this very year. 

I think that shows your State is doing something. 

[ do not doubt that there are many, many areas that have a real 
problem, but I think it can be equalized at the State level. If I had 
iy preference I would just as soon it was equalized at the State level. 
But I feel you have some dangers there. 

It seems that we must compromise between the things we would like 
to have and what seems practically possible. 

Mr. Ex.iorr. Are we not fabed, Mr. Burkhart, with the proposition 
that, first and foremost and within the framework of all these theories 
that you and I are discussing, we have to provide education for these 
boys and girls for the atomic, hydrogen, and cobalt age if we are to 
maintain or have any chance to maintain the type of Government 
institutions that have made this country great? 

Are we not faced with the proposition that we have to take action 
and take it shortly to prevent the great national damage that the lack 
of school buildings and other school needs is going to cause ? 

Mr. Bur«nart. I think there is no question about that. We have 
to meet these needs, and we cannot duck them. But I think we are 
in process of meeting them. 

I agree with you it is not something that we can just evade and 
laugh off. I certainly do not feel that, but I think that we are doing 
something about it. Evidently you are doing something about it in 
your own State. I know we are, and I think Mrs. Hobby indicated— 
what was it? 60,000 classrooms a year that they are building right 
now! I believe that is the figure they estimate currently. 

So I think it is unfair to say nothing is being done and the thing 
is being left to language. I do not think that is a fair appraisal of 
what is going on. 

Mr. Exasorr. I think what is being done is wonderful, but the 
tragedy is that what is being done is not nearly sufficient to meet the 
needs from my viewpoint. 

Did I understand that if you could be certain that this legislation 
would be limited to catching up the backlog, how many thousand class- 
rooms we need now, and there is some disparity in the figures there, 
but just say for argument that the Nation needs a quarter of a million 
classrooms, would you be willing to support this legislation to give 
Federal aid under some formula that would be agreed upon for the 
purpose of constructing that backlog of classrooms if you thought that 
at the end of that time the problem, so far as the Federal interest is 
concerned, would be finished ? 

Mr. Burxuart. Yes, if I were convinced that you could have a pro- 
gram for 2 years or 4 years and that that would be the end of it. I 
would not care what kind of program you had. But I do not think 
that is possible, and I think it flies in the face of all experience. 

I think you would be very hard put to look into any other similar 
area where the Federal Government has gotten into where they have 
acted like that. In other words, it seems to me that it is just—I do 
not know how to describe it—but it seems to me we are sort of naive 
if we say we are going to do this but we are not going to have these 
controls and we are not going to continue it Jater on because, whether 
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it is old age assistance, you know—all these various social welfare pro- 
grams—or whether it is roads or hospitals or whatever it is, anything 
we get into we do not seem to get out of it. I just do not know when 
we do and why we would do it in this when we do not do it with 
anything else. 

That is the reason I fight this thing on principle. I perhaps seem 
like an extremist, and evidently I have phrased this thing in a way that 
antagonizes you extremely, and that is unfortunate. But, to me, it is 
not just as simple as saying that we are going to build a few buildings 
and we are not going to have controls, because I do not think that is 
what will happen. I think it will go far beyond that. Right now I 
think that is the determination of the people in Congress, but I do not 
think that is going to be the determination 6 years from now or 10 
years from now. 

Mr. Exxtorr. Mr. Burkhart, I wish it were possible that you, repre- 
senting all of the fine business groups that you do, and similar groups 
all over the country, and I said the same thing to the Associated Indus- 
tries of Alabama who were here a few weeks ago—I think it would be 
wonderful if you folks would join hands with us on this proposition 
and get it worked out and get the job completed, and if you had enough 
faith in Congress that when the job was completed it would be finished 
and we would get the school buildings for these children at the early 
date. 

Mrs. Hobby expressed the view that if the backlog was cleared out 
that the States might be able to build as their needs grew after that. 
and I hope she is right. 

Mr. Horrman. Mr. Chairman, will the gentleman yield there for an 
illustration of how the Government thinking does influence the local 
people where the Federal dollars are allocated. 

Mr. Ex.sorr. Yes, I will yield. 

Mr. Horrman. Now the last paragraph of the witness’s statement, 
two members of the committee, as I understand it, have given their 
opinion—Mr. Perkins and the gentleman who now has the time— 
that that thought there expressed was absurd, that in fact the think- 
ing of the local people was not influenced by Federal dollars, and the 
eeteeee cited the WPA or PWA school building project in his 
district. 

Now when we had those organizations—and this is in the Con- 
gressional Record—we found that in order to get jobs, for example, 
in Kalamazoo County, in order to obtain the benefits of that same 
legislation and of an appropriation the applicant had to sign a blank 
which called for a stated line. I have the blank original or copies 
which were put in the record, and one called for the amount of money 
the applicant had contributed to local organizations, political organi- 
zations, and also the political belief that he-entertained. 

Then the Agriculture Department went in and was making Federal 
loans to farmers, and had a blank. And that required that until the 
principal of the loan and the interest was fully paid the borrower 
could not object, should not and would not—he agreed he would not— 
express any idea or thought contrary to the policy of the Agriculture 
Department. 

Now if that does not demonstrate how the Federal dollars, when they 
once get out, are followed by an attempt to control the thinking of the 
people I do not know what could. 
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Those are two actual things that happened. 

Mr. Exniorr. They happened in Michigan ? 

Mr. Horrman. They happened all over the country. In Pennsyl- 
vania, the State of our last year’s chairman, the relief checks were 
handed out at the polls on election morning. That is a matter of 
record, 

Iam not critical at all. Iam just citing those incidents to show how, 
so often, the Federal dollars are followed by an attempt to influence 
the thinking of the local people. 

Mr. McDowett. Mr. Chairman, would the gentleman from Michi- 
gan be willing to insert this information in the record at this point? 

Mr. Horrman. I inserted it in the record in 1936 or 1939, whenever 
it was. I think we can get the pages for you. 

Mr. McDowe tt. I would like very much to see it. 

Mr. Horrman. It was surprising at the time, but it was old stuff 
before the programs were ended. 

(The information referred to is as follows :) 


No. 100 
APPLICATION FOR ENDORSEMENT BY KALAMAZOO CoUNTY DEMOCRATIC COMMITTEE 


ata ME eek Seal dana pS Fesadlitees 
For what position are you now applying? ~...-._.-..-__---______--.__--______- 
How long have you lived in Kalamazoo County? _.. Previous residence 
Did you vote in the primary of September 1932? Democratic? ~~~. Repub- 


Did you vote in the primary of September 1934? _____ Democrat? ~- ~~ Repub- 

lican? wccss 

Have you ever run for an elective office? _... On what ticket? _..._...__.--_-_-_ 
Were you elected? ___~__ 

Have you ever held a political appointive position? _. By whom appointed? -_--- 

What are your qualifications for position you seek? ~-...--_-_-_-_---_-_-__-_--- 


Are you a grammar school graduate? ti 
Are you a high school gradaute? —_____ i. ae , | ee 
Have you attended college? _.___- 0.) ge aeeiesteiniecebe teem + selene hestadeatbe abated 
What course did you study? ~_--------_ PAS SR BR ee ae ee 


Where were you last employed? ___---_----_---___ a 
How long? __.__ Were you discharged? .._.__ For what reason? ____-_________--- 
Number of employees under your supervision? _.--._--__--_--____----__----_- 
Are you a member of any Democratic organization or club? ____ Where? _-___--_ 


Did you vote in the election of November 1934? --.--------__-------_------~ 

Have you contributed to any Democratic organization in Kalamazoo County? —-~ 

i ele RR os AER tal er nena» Sad How much since August 1, 19382? _______-_- 

Are you now occupying the position for which you seek endorsement of the 

Kalamazoo County Democratic Committee? _....-.-...-~-~ 

Have you ever had any military service? _.___- 

Have you any relative employed by village, city, county, State, or Federal Gov- 
IT teas tein cssgachnicnenantnines Department 

Were you ever convicted of a felony? 

Are you in good health? ____ Have you any physical infirmity or deformity? _--- 

What special knowledge or training do you possess which in your opinion would 

aid in performing the duties of the position for which you apply? __-_------_-~----_ 


I, the undersigned do solemnly swear that the statements made by me, in 
answer to the foregoing questions are full and true to the best of my knowledge 
and belief. 


This application must be returned within 5 days 
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IX. APPLICATION FOR REHABILITATION Goops 


The following paragraphs must be read to or by the applicant: 

I agree that I will not waive my rights, assign, mortgage, or in any other 
manner give title to any livestock, tool, or any other properties furnished, rented, 
sold, or leased to me by the Michigan Rural Rehabilitation Corporation. In con- 
sideration of the approval of this application, I agree to use such feed, seed, 
livestock, and exercise such methods of care in cultivation, harvest, preservation, 
and in utilization of crops, livestock, livestock products, poultry, poultry products, 
ete., aS may come into my possession and/or under my control by reason of the 
Michigan Rural Rehabilitation Program, in the manner prescribed by the Mich- 
igan Emergency Relief Administration or by such authority as they may designate 
for that purpose. I agree to keep such reports and accounts as may be required 
and make them available for the examination of Rehabilitation officials. I agree 
that at any time prior to the final liquidation of my loan from the Rural Rehabili- 
tation Corporation to do nothing that is in opposition to the AAA program, 

I hereby certify that the above agreement has been read by or to me and that 
I understand and agree to the terms of it. Therefore, I 
OR Se Address 


respectfully request that I be furnished and charged for the following rehabili- 
tation goods: 


Number 


This applicant is an accepted Rural Rehabilitation Client. His application has 
been received, and a Rehabilitation plan has been approved. The list of rehabili- 


tation goods applied for and listed above is within the range of the approved 
budget for this client. 


Agent for Michigan Rehabilitation Corporation 
Recommended by 


County Rural Rehabilitation Supervisor 
Chairman Barpen. Any further questions? 
Mr. Exxiotr. No. 
Chairman Barpven. Mrs. Green ? 
Mrs. Green. Yes, I have a few questions. 
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Here on the first page you say that you are here as a member of 
the several organizations, and the Indiana PTA members study group 
on Federal aid to education ? 

Mr. Burxuart. Yes. 

Mrs. Green. Has the Indiana PTA taken any action in regard to 
Federal aid to construction ? 

Mr. Burxuarr. If I may just review briefly, actually it was 
through the PTA that I cthatenley got interested in this whole problem 
of Federal aid to education several years back. 

I was like most men, I did not go very much, and then some of our 
wives discovered that both State and National—that is, the Indiana 
State and the National PTA were on record and had been for some 
time favoring Federal aid to education. 

So we got together sort of a legislative meeting of the Indianapolis 
PTA Council, and had a discussion of it. We found that the legisla- 
tive stands of the Indiana State PTA were made by the board of 
managers and that, in effect, the local units had little or no voice in 
that. 

So at the next State convention, which I believe was in 1952, we 
were able to get an amendment to the bylaws which provided that the 
locals would be presented with a legislative program which they had 
proposed, and have an opportunity to vote on that. 

On the national program we have had one vote so far that was 
complete. 

Mrs. Green. What was that vote? 

Mr. Burxuartr. We had a rather spirited time. I do not recall 
the exact figures, but the Federal aid to education was approved. 
There were 92 ballots that were thrown out which were somewhat in 
dispute as to whether or not they should have been. At this time they 
are in process of another vote, which I believe will be over with about, 
I suspect, just about now. 

The ballots have to all be in to the State. The results of that have 
not been announced. 

Mrs. Green. At the present time the Indiana PTA and the Indiana- 
polis Chamber of Commerce are endorsing Federal aid to education ? 

Mr. Burxuart. That is right. 

Mrs. Green. How many members do you have in average attendance 
at this group ? 

Mr. Burkwart. We do not have. It is more than milling and 
assembling and dispensing of material. We have no dues and we 
have no way of establishing specifically how many members we do 
have. 

Mrs. Green. How many would you judge? 

My experience has been it is usually 15 or 20. Is that about right? 

Mr. Burxuart. Members of this group? 

Mrs, Green. In PTA study groups. 

Mr. Burxwartr. This would be a much larger group than that 
because it is to some extent statewide, although I would say most of 
the active people have been in Indianapolis. It would be several 
hundred people. 

Mrs. Green. Members of the study group? 

Mr. Borxuarr. That is right. 
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I would like to make this comment, that in connection with these 
votes there was—well, the characteristic way it is handled in many 
schools, they set up a legislative meeting and had a panel presenting 
both sides, and then took a vote. 

Now I have never been in a single one, and I have been in 50, I would 
guess, in the last 214 years where that was done, and actually we have 
never had a school where both sides of this question were presented 
by people who had conviction on their respective side where as many 
as 10 percent voted in favor of Federal aid to education. 

So I honestly do not feel that the State or National PTA stand 
represents the thinking of the people on this question, particularly if 
they have had a chance to go into it. 

Now I think Federal aid to education is something that if you 
present it I would not say exactly from one side, but if you present it 
solely in terms of children who have less opportunity than other 
children and here is a method of solving this problem, I think most 
everyone will be in favor of it. 

But I think if you get into it a little more deeply I do not think 
you will find that that is true. 

Mrs. Green. Thank you. 

I have had considerable experience in both State and the national, 
and I cannot agree with you on how they arrive at their conclusions. 
It seems to me it does represent the thinking of the members, and 
after careful study. 

Mr. Burxnarr. As a matter of fact, the only State in the Union that 
has a vote in the thing now is Indiana. I think you will find that 
is true. 


Mrs. Green. On page 6, please. You have the statement toward 
the end of the page— 


The goal sought is equality of educational opportunity for every boy and girl 
in the United States— 
and you develop that at some length. 

Where do you get the information that that is the goal that is sought 
by any of these bills ? 

Mr. Burxnarr. Well, I will take your own organization that you 
mention, the PTA, or the NEA or any of these others. All the resolu- 
tions that I have ever seen have been for the purpose of obtaining 
educational equality for the boys and girls of America. We urge that 
we have had Federal aid to education. I take it that is from the 
people who are advocating it. 

Mrs. Green. I think that the talk that I have heard, and certainly 
on this committee, is to establish minimum standards and not equal 
educational opportunities. I think there is a vast difference, and it 
would be an aid in the future. 

Mr. Burxnart. Have you ever seen that in a PTA resolution, for 
example ? 

Mrs. Green. Yes. 

Mr. Burxuarr. It is not true in the National, has not been in the 
last several years, and has not been true in the Indiana. I do not 
think it is true in the NEA resolution. I think you will find that, 
characteristically, the groups that have gone on record favoring it 
have used the words “equality of opportunity.” I think that has been 
the description given always. 





FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 461 


Mrs. Green. On page 7, the figures that you give there in regard 
to the amount of money that is spent in New York and Ohio, and 
then the teachers’ salaries, the Illinois salaries, Mississippi salaries. 
Where did those figures come from ? 

Mr. Burkuart. Those are Office of Education figures. 

Mrs, Green. On page 16 in regard to the NEA membership dues in 
Puerto Rico, did you check that? You quote the Indiana Teacher. 
Is that the State magazine put out by the State teachers association ? 

Mr. Bur«uart. That is right. 

Mrs. Green. Did you check on those figures ? 


Mr. Burxuart. As to whether they actually paid those dues or 
not? 


Mrs. GREEN. Yes. 

Mr. Burxuart. No; I just quoted what they said. 

Mrs. Green. In a call to the NEA office, they tell me that in 1951, 
which I presume this is, while the average teacher’s salary is $1,600, 
that the dues, the territorial professional dues, are $36 a year, and it is 
inconceivable to me that the local dues would be an additional $36. 
In almost all States your local dues amount to 5 or some very small 
figure in relation to the territorial or the State and national. 

Mr. Burxuart. They are much higher than that in Indiana. Of 
course, I do not know anything about Puerto Rico. 

Mrs. Green. In the next sentence: “Now the NEA apparently ap- 
plauds a 414 percent levy on these teachers for dues.” I take exception 
to the use of that word, 

In any dues that are paid by teachers or by any other groups, they 
are voted by the membership. The NEA at no time has levied dues or 
said as to the amount. 

Mr. Bur«nart. I think I would agree that is not the best wording. 

Mrs. Green. On page 19. Where did you get the figures in the 
third paragraph ¢ 

Nearly two-thirds of the Nation’s school districts contain fewer than 50 pupils. 


Mr. Burxuart. That is again the United States Office of Educa- 
tion. I think that is their Education at the Mid-Century, is the book. 

Mrs. Green. Could you get a copy of that for us? 

Mr. Burxuart. I would be glad to. 

Mrs. Green. May we have that inserted in the record at this point, 
Mr. Chairman ? 

Mr. Bur«nart. That is a big book. 

Mrs. Green. A copy of this particular report which you quote. 

Mr. Burxwart. Yes, you probably could reproduce the page of 
statistics. We will see how that will work out. . 

Mrs. Green. Because I have known of no study that has ever been 
made, and, again, in talking to educational groups they have not been 
aware of any study made in regard to that. 

Chairman Barpen. As I understand it, you want the page of statis- 
tics giving that information ? 

Mrs. Green. Yes. 

Chairman Barpen. Could the gentleman furnish that ? 

Mr. Burxuart. Yes, I will be glad to send you the book. 

I do not think that is it, sir. I would have to check. I think it is 
Education in Mid-Century. It is a book that came out by the Office 
of Education. 
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Chairman Barpen. Of course, I am sure the lady would not want 
the book ? 

Mrs. Green. No; I only want the part of the report that he refers 
to on page 19. I would like to have that inserted. 

Mr. Burxuart. I will be glad to give you that reference. 

Chairman Barpen. Is there any objection to inserting that in the 
record ? 

No objection. 

(In connection with the above remarks, the committee subsequently 
received the following letter from Mr. Burkhart :) 

CoLLece Lire INSURANCE Co., 
Indianapolis, Ind., May 5, 1955. 
COMMITTEE ON EDUCATION AND LABOR, 
House of Representatives, Washington, D. C. 


GENTLEMEN: On the occasion of my recent appearance before your committee, 
the question was raised as to the source of my figures on average daily attendance 
in various school districts. These came from Expenditures for Education at the 
Midcentury, United States Department of Health, Education, and Welfare, Office 
of Education, Miscellaneous, November 18, pages 122-123. 

Also there was interest in the entire Louisville Courier Journal editorial from 
which I had made a quotation. I have been unable as yet to secure a copy of 
this editorial, although I understand it appeared Sunday, February 13 of this 
year. If it is not available to the committee, I will be glad to make further 
efforts to secure at least a photostat copy. 

Sincerely, 
JOHN BurRKHART, Vice President. 


Mrs. Green. Then, coming back to page 4, this sentence, referring 
tothe NEA: 


It has sought to frighten the wits out of the citizenry with its dire predictions 
of educational catastrophe if our schools are left to the devices of State and local 
governments. 

That seems to me a rather strong statement. Could you give any 
specific reference or time or place when the NEA has sought to frighten 
the wits out of the citizenry ¢ 

Mr. Burxuart. Well, I believe if you go back and review the pro- 
ceedings, the National Education Association or many of its depart- 
ments, I think you will find that for a long, long time they have been 
saying that our educational system was going to break down unless 
we had Federal assistance. That has been their program. I think 
they have pictured the thing in terms that the job cannot be handled 
any other way and that we are faced, in effect, with educational catas- 
trophe if we do not take some action along this line. 

Mrs. Green. Do you think that is seeking to frighten the wits out of 
the citizenry ? 

Mr. Burxwart. Well, I think that is a matter of interpretation. 
That is my opinion—you apparently have a different one. 

I think that in general they have used the prestige of their organi- 
zation, the fact that the people have great confidence in it. I think 
they have used that to create an atmosphere in the minds of people 
who have not looked into it very much, the very false impression of 
what the exact situation was. 

Mrs. Green. On the same page you refer to the headquarters which 
the NEA maintains and the number of people on the staff. Then your 
next statement is: 


Why, then, has this prodigious, long-sustained battle of NEA not yet attained 
the hoped-for goal? 
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I have a little difficulty seeing the relationship between those two 
paragraphs. Do you say that this one goal of Federal aid for school 
construction is the only goal of the National Education Association 
= — those 350 people are employed full time reaching this one 

oa 
fi Mr. Burxuart. No; they certainly have many other things that 
they work on. 

I just wanted to emphasize that it is a powerfully financed, power- 
fully organized organization. As far as f know, there is no other or- 
ganization that has devoted much time or thought to this, and I think 
it is unfortunate that we have not had some other organization that 
has taken the time, set up the staff and the money and the resources to 
furnish the people with a different point of view. 

Mrs. Green. Do you think it is better organized and better financed, 
sa ag the National Chamber of Commerce ? 

r. Burxuart. No, I do not think so, but I think that the Chamber 
has not done much in this field. I think it has been an incidental field 
as far as the Chamber of Commerce has been concerned whereas it has 
been a main field as far as the NEA is concerned. 

Mrs. Green. I think it is only one of their goals. I think they have 
contributed a great deal in the course of the last many, many years 
toward education in the various States of this country. 

Mr. Burkuart. We would not be in disagreement on that. 

Mrs. Green. I would think that the amount of money and the time 
that they have spent as far as Federal aid for school construction or 
Federal aid for education has been probably a very small amount, and 
probably not any greater than the Chamber of Commerce or the Na- 
tional Association of Manufacturers or some of the other groups have 
spent in opposition. 

Then, following some statements made a moment ago, you said that 
you were afraid of Federal control not because of what might be done 
in the next 2 or 3 years to Federal aid to construction, the building of 
buildings, but what it might lead to. 

If we followed that line in many fields do you think we would have 
any progress ? 

Let us take the atomic bomb, for example. 

Mr. Burxuarr. Well, I am not quite sure that I get the analogy, 
but I would be glad to have you explain. 

Mrs. Green. You are not afraid of this Federal aid for school con- 
struction at the present time but what it might lead to 8 or 10 years 
from now. If we took that same reasoning when we first started work 
on the atomic bomb the scientists would never have gone on, nor would 
they have done so in pn other say 

Mr. Burxuart. I probably am a little bit dense on this. I person- 
ally do not see the connection. 

Mrs. Green. It could be in many fields? 

Mr. Burxuart. I feel in this thing, that in this particular area, this 
particular problem—I do not regard this as being a speculatively pos- 
sible thing; I regard it as being a certainty because I think it would be 
up to you to suggest some particular field where the Federal Govern- 
ment got into something and did not have control. 

Mrs. Green. I would certainly agree with one of the former speak- 
ers, that there has not been the control as far as the Smith-Hughes Act, 
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as far as the school lunch. I see no Federal control as far as the schoo] 
lunch program is concerned. 

Mr. Burxuart. I think there has been far more than you realize. I 
think the fact that it has been such a small percentage of the total 
appropriation, for example—in Indiana we spend about $175 million 
in schools and we get $600,000 from the Government for vocational 
education, and that is a very small part of the total. While it is con- 
trolled closely it has been roughly one-half of 1 percent of our total 
school expenditure, and it does not wag the thing quite as heavily as 
it might otherwise do. But I think if the Federal Government goes 
in on a more substantial basis the influence will be correspondingly felt. 

Mrs. Green. But if this were an emergency measure for the next 
2 or 3 or 4 years you would approve of it? Is that it? 

Mr. Burxuarr. No, I will not approve of it because I do not regard 
the intention is to have something Ne an emergency measure. 

I again go back to what has happened in most everything that we 
have gotten into, that everyone here to some extent might regret, if 
we got into it on an emergency basis. The thing I would be interested 
in is how you get out of it. 

When you find some of these programs that we get into because of 
an emergency basis, how do we get out of them? For example, most 
of the programs that we got into in 1933 as emergencies we still 
have today when we have the highest all-time income that we have had. 
So it seems very unrealistic to me that we are going to get into some- 
thing here, and a little later we will get out of it. That has not been 
the history of Federal projects. 

Mrs. Green. Do you think the Federal Government ought to get out 
of the Smith-Hughes Act then ? 

Mr. Burx«nart. I do not think it would be any great loss. I will 
put it that way. 

Mrs. Green. Do you think the Federal Government ought to get out 
of the school lunch program ? 

Mr. Borxuart. Yes, I do. 

Mrs. Green. That is all. 

Chairman Barpen. Mr. McDowell? 

Mr. McDowett. Mr. Burkhart, I am slightly confused here. 

According to the heading here on your testimony, you are represent- 
ing the Indiana State and Indianapolis Chamber of Commerce. Is 
that correct ? 

Mr. Burxuart. Yes. 

Mr. McDowett. Are we to infer then that the Indiana State Cham- 
ber of Commerce and the Indianapolis Chamber of Commerce ap- 
proved of your testimony as contained here ? 

Mr. Burxnart. That is right. 

Mr. McDowe tt. Have they gone on record ? 

Mr. Burxnart. Yes. 

Mr. McDowett. Mr. Chairman, I think that should be inserted in 
the record also, that these organizations have gone on record support- 
ing Mr. Burkhart’s testimony. 

Chairman Barven. If the gentleman will specify what he wants? 

The gentleman is on record. 

Mr. McDowe tt. If they are on record there must be something, 
some resolution or something in the minutes of those organizations 
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that would indicate that they have endorsed, by resolution or by some 
official action of the organizations. 

Mr. Burkuarr. Both organizations—in fact, all of the organiza- 
tions that I have mentioned here are on record as against Federal aid 
to education, that is right. I do not think there has been any minutes 
as far as this particular statement specifically saying it. 

Mr. MoDowe1t. That was the point that 1 was interested in, Mr. 
Burkhart, whether or not this represents your personal viewpoint or 
whether you are speaking for those organizations. I think it makes 
quite a difference to the committee. 

Mr. Burkuart. I think I will put it this way, that the statement is 
my own and was submitted to both organizations and was approved. 

Mr. McDowe tt, Well, then, it is a matter of record then that it was 
approved, and that is the point, Mr. Chairman, that I raised. I think 
that should be inserted in the record along with the statement. 

Chairman Barpen. I think, in all fairness to the witness, we should 
put it this way : if such a resolution is available. 

Mr. McDowett. Of course. 

Chairman Barpen. Then the gentleman may insert it in this record 
if he has such a resolution. 

(The information referred to will be available for reference when 
furnished. ) 

Mr. McDowrtt. Mr. Burkhart, from vour statement, in answer to 
Mrs. Green’s question about other Federal-aid programs—well, I will 
ask you the question. 

Are you in favor of any Federal-aid programs as they now exist? 

Mr. Borxuart. Well, I think I would have to cifferentiate between 
what might be my theoretical idea of how it should be done and what 
I think is actually possible and practical now. 

I have no feeling that it is possible to do any great reversal of what 
we have. As to whether or not it might be desirable, yes, I think it 
would be desirable for the very reasons that the chairman brought 
out. I think that the continual concentration of all spending here is 
gradually destroying all local interest and responsibility for govern- 
ment, and I think that is bad. 

But, on the other hand, insofar as the main programs that we now 
have in operation, I do not think that it is possible to get out of them. 
I think they are too well established, I think the people have become too 
accustomed to them, I think that for the most part we are going to 
have to live with them for good or bad. 

Mr. McDowett. But you do not necessarily approve of them? 

Mr. Burx«uart. No, I do not necessarily approve. 

Mr. McDowetu. To be more specific, do you feel that the Federal 
road program has resulted in Federal control within the States? 

Mr. Bourxnart. I think there is no question about that. I think 
that could be—— 

I am not conversant with that, but I think, from what little I know 
about it—and I could perhaps find out a little more—but it is my 
a ac“ m that our road program in Indiana has been in many 
ways affected by the requirements that have been set forth by the 
United States, whatever the agency is—Bureau of Roads or whatever 
- area specify the types of construction and so forth that should 

ad. 
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Mr. McDowett. You feel, therefore, that it has had a detrimental 
effect upon the basic democracy of the people of Indiana ¢ 

Mr. Burxnart. I would not say that the fact that the Federal Gov- 
ernment has set up these standards necessarily has always been bad. 
In other words, it may well be that we have a better quality of road 
than we would have if we were left to our own devices. It might be 
that the FHA program on housing has had a better standard of | house 
construction than we would have if we did not have that. 

As a matter of fact, I strongly believe that if the Federal Govern- 
ment is going to spend this money it ought to exercise some control, 
I am not against that control because I think when you spend money 
on a big scale you ought to know how it is spent and you should see 
that it is spent intelligently and effectively. 

I just hate to see that kind of control get into the school picture. 

Mr. McDowe tu. In most of your testimony here you have indicated 
that it is your belief, and you have given very many quotations, al- 
though I notice that a great many of them are from 15, 20, to 25 years 
ago, but you certainly indicate in there that your fear is that the 
Federal control over the minds of the schoolchildren ? 

Mr. Burkrart. Yes. 

Mr. McDowett. Do you necessarily feel that that control is going 
to b2 exercised in a Federal school construction program for the build- 
ing of classrooms, that is, the putting together of brick and mortar and 
steel ? 

Mr. Burxuart. No; I donot. 

Mr. McDowe tt. Well, that certainly is what you have indicated. 
Weare talking about building school buildings. 

Mr. Bur«xuarr. Yes, sir; 1 know that is true, and I tried to make 
that position clear, that if all we were talking about was limited in 
terms of amount, limited in terms of time, limited in terms of a build- 
ing itself, I do not think I would be very uneasy about that. But I 
honestly do not think it will stop at that. I feel that here is where 
we have to stop before it begins because I think once we begin it I 
do not believe we will ever end it. 

Mr. McDowe tt. Well, I would say that you do not have very much 
confidence in either the American people or the Congress to control 
that. 

Mr. Burxuarrt. Well, let us take some other programs. Let us take 
a typical thing, and I think this has some comparability. 

When they started out supporting farm prices I do not think we 
visualized it was going to be a permanent subsidy program to the ex- 
tent that we now have, do you? I do not think if we go back and look 
at that that anybody would have thought that. But when you cut it 
off it is of quite a size, is it not ¢ 

Mr. McDowett. I will have to agree with you on that. 

Mr. Burxnart. I think we could take many other examples. 

Mr. McDowe tt. But I think, on the other hand, you would have to 
admit that there were some Federal programs which were emergency 
in nature which have been discontinued, such as PWA and WPA 
programs and similar programs. I would also cite to you the fact 
that once we had pr ohibition and it found to be not workable and the 
people through direct action repealed that amendment. We have had 
very many amendments to the Constitution which were direct actions 
of the people themselves within their States. 
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Mr. Burkxuarr. Do you not feel that when you apply the term 
“emergency” the only emergency is that we have this jump in the birth 
‘ate and there is no financial emergency in terms of economic condi- 
tions? In other words, our economic conditions, I think we all agree, 
are the very best that they have ever been in history. It looks like 
1955 will be the all-time peak year for gross national product, national 
income, however you want to measure it. 

Mr. McDowe tt. All except the farm economy. 

Mr. Burxuarr. It is just like your school in the States. The thing 
is not always the same area by area, and neither is it in each occupa- 
tional area. 

It seems to me that if we start out with the assumption that under 
today’s economic plenty we cannot meet these problems locally, then 
I do not believe there would be any time that we could meet them. 

Mr. McDowex.. I think it has been clearly pointed out here by the 
chairman and others that the problem is not that we cannot afford 
good education and adequate school buildings in this country, but the 
problem is that the average property owner and citizen is paying so 
much into the Federal Government that there is nothing left for him 
to meet this emergency in school construction within the school dis- 
tricts, counties and the State. 

Mr. Burx«uarrt. Is the solution having to pay more into the Federal 
Government ¢ : 

Mr. McDowe t. No; I agree with you that the ideal situation, solu- 
tion would be to leave more of that money at home.. But I do not 
think anybody has the formula for that right now. Apparently some 
of the best minds, certainly in Government—and I think we have to 
admit that today in the present Administration we have some of the 
best business minds in the country trying to work out appropriations, 
fiscal policies and they have not found the solution to reducing taxes. 
So that I think we have to take the other approach. 

Mr. Burxnarr. Does it not seem, though, that if we cannot reduce 
them that at least we need not add on to it? This money has to come 
basically from the same people, has it not? 

Mr. McDowe tt. That is entirely correct. This money is coming 
from the taxpayer to the Federal Government. The question is 
whether we are going to relieve the tax burden and have him not pay 
this money in taxes to the Federal Government or whether his own 
money which he paid to the Federal Government is going to be re- 
turned on an equitable basis to meet the school construction emergency. 

That is all T have, Mr: Chairman. 

Chairman Barven. I wonder if it would be a hardship for the gen- 
tleman to return in the morning. 

Mr. Burx«uarr. I do not believe that I would be able to in the 
morning, sir. 

Mr. McConne tt. I have no questions, Mr. Chairman. 

Mr, Gwinn. Mr. Chairman, I would like to have questioned the 
witness. He has been a most interesting witness, but I have been en- 
lightened by the questions of my colleagues. So I feel constrained to 
withhold any further questioning if the gentleman wants to return 
to Indiana, and he might well want to return after the treatment he 
has been getting here. 

Mr. Burxnart. No; I do not feel that way at all. I think I have 
been treated very well. I do not believe you get very far on a con- 
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troversial question unless you get controversial, and I think the more 
vigorous that we question each other the more apt we are to come 
to final agreement. 


So I personally do not feel that I in any way have been unfairly 
treated. 


Mr. Gwinn. I did not mean that really. 

Chairman Barpen. I just thought we were having in many in- 
stances an agreeable disagreement. 

Mr. Burxuart. I thought it was fine, very ‘ine. 

Chairman Barpen. Let me again thank you for your presentation, 
and I appreciate so much the effort you certainly must have put forth 
in the preparation of this statement. 

Mr. Landrum ? 

Mr. Lanprum. If he is not to return I would like two brief ques- 
tions. 

Chairman Barpen. Yes. 


Mr. Lanprum. Is your State one of the five which has resorted to 
authority-type financing to solve its school-building program ? 

Mr. Burgcnart. Yes. 

Mr. Lanprum. Could you supply the committee with the results 
of that effort to meet your own es through that type of financing? 

Mr. Burxuart. I would be very happy to give you the figures on 
how many schools have used it so far. Is that what you mean ? 

Mr. Lanprum. How it operates and what success, if any, you had 
with it. 

Mr. Burxuart. Yes, sir. 


(The information referred to will be available for reference when 
furnished.) 


Mr. Lanprum. While you have given me this brief opportunity, I 
will make one observation. 

I think the gentleman has made an excellent job in preparing a 
statement against Federal aid, but if those people who are against 
Federal aid would spend as much time trying to help us who are 
charged with the responsibility of solving these needs to find a solution 
to it, then I believe the committee might move more expeditiously 
in solving the problems confronting us, and that is why I ask you to 
give us the benefit of the success or the results that you have had where 
they have not been successful. 

hat is all. 

Mr. Gwinn. Mr. Chairman, in that connection, as I read the testi- 
mony I gathered very clearly the witness’ statement was that they were 
meeting their needs, and he outlined 4 or 5 different procedures, includ- 
ing the lease arrangements and the lending by the State through which 


you were actually meeting your needs for at ty construction in 
ndiana. 


Is that not so, Mr. Burkhart? 

Mr. Burxuart. That is right. 

Mr. Lanprum. I apologize for my intermittent absences which pre- 
vented me from hearing that portion of his testimony. 

Mr. Burx«nart. I do mention in here that we have it, but I would 
be vary happy to send you a little more detail on it. 


The thing is moving very rapidly now, the number of schools using 
it. 
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Another thing that I think you would all be interest in, when these 
authorities were first set up, as you know, there was originally some 
doubt about constitutionality and that we had to go through the courts, 
and then, even after it was decided, I noticed on the first few issues 
the interest rates were comparatively high. They moved down very 
rapidly, and have become aimost competitive now interestwise with 
general obligation school bonds, which I think is encouraging because 
that is one of the objections to that type financing, is that it might 
increase the interest load too much. 

The last few months the interest rates at which those have sold have 
been very, very low. 

Chairman Barpen. I might say to the gentleman that I am sure the 
gentleman from Georgia is in perfectly good faith in making that 
statement. Georgia has employed that same method, I believe. 

Mr. Lanprum. Authority-type financing. 

Certainly my motive is in good faith. My motive is not to entrap, 
but it is to study the means by which we can meet this problem. 

Mr. Burxuart. There are many districts that have income but do 
not have the bonding power or immediate alternatives of that kind. 

Mr. Lanprum. Your State is 1 of 5 which, as I understand it, are 
Minnesota, Pennsylvania, Indiana, Georgia, and one of the Dakotas? 

Mr. Burxuart. That is right. Pennsylvania has gone the farthest. 
I believe they have already authorized $645 million worth of authority 
bonds. 

Chairman Barpen. Let me hasten to say that I probably used the 
wrong word, as I often do, but I wanted him to know that you were 
very closely connected with this question of authority financing. 

Mr. Lanprvum. I appreciate the chairman looking out for me, as he 
often does. 

Chairman Barpen. The gentleman needs no guardian. 

Mr. Stansbury, we have consumed more time this morning than we 
had anticipated. Could you be here in the morning ? 

Mr. Sranspury. I think my time has been well spent. 

Chairman Barpen. Thank you, sir. 

The committee will recess until tomorrow morning at 10 o’clock. 

(Whereupon, at 12:30 p. m., the committee recessed, to reconvene 
at 10 a. m., Wednesday, April 20, 1955.) 
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WEDNESDAY, APRIL 20, 1955 


Hovset or REPRESENTATIVES, 
Commirrer ON Epucation ANbD Lapor, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 429, 
House Office Building, Hon. Graham A. Barden presiding. 

Present: Representatives Barden, Kelley, Bailey, Perkins, Wier, 
Elliott, Landrum, Metcalf, Zelenko, McConnell, Gwinn, Smith, Bosch, 
Rhodes, Wainwright, Frelinghuysen. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, minor- 
ity clerk; Edward A. McCabe, general counsel ; Russell C. Derrickson, 
chief investigator. 

Chairman Barpen. The committee will come to order. 

Mr. Smirn. Yesterday Mr. Hoffman, I believe, passed up for in- 
sertion in the record this council letter, which says “Why Teach 
Socialism ¢” and he asked Mr. McCabe to look it over, but I don’t think 
he formally inserted it in the record. I will present it on his behalf 
this morning, to be incorporated as a part of the record. 

Mr. Wier. What is it ? 

Mr. Smiru. It is Why They Teach Socialism? I believe the chair- 
man indicated yesterday that it would be admitted. 

Chairman Barpen. Yes. 

Mr. Smirn. It was not formally presented. 

Chairman Barpen. Is there objection to it being inserted in the 
record ? 

(The document referred to follows:) 


{Economic Council Letter, National Economic Council, Inc., New York, N. Y.] 
Way Tuey TEACH S0OcrALIsM 


One of our most important political problems, today, is the frustration, not to 
say bitterness, which weighs upon parents, teachers, and board members who 
are responsible for our schools and colleges. 

The American people know that something is radically wrong with our edu- 
cation—elementary, intermediate, and higher—under public or private guidance. 
They ask for help from every quarter, but they find none. 

Our public schools are supported by local taxes, and managed by local school 
boards. Our private colleges are still financed by private contributions and 
directed by boards of private citizens. Why then are our people so confused, so 
angry and so helpless? 

One part of the answer is to be found in the hearings and report of the Reece 
Committee on Foundations; another in the hearings and report of the Gwinn 
Subcommittee on Federal Activity in the Field of Education. Supporting evi- 
dence appears in the 1954 Report of the Senate Subcommittee on Internal 
Security. 

Parents and educators have known for some time, through the work of devoted 
private investigators, that strange forces were at work, influencing our schools 
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from without. The role of John Dewey’s philosophy, of Teachers’ College of 
Columbia University, the Rugg textbooks, and the militantly political Progressive 
Education Association, have been known for some time. 

Such influences came together to a clear focus in the study of the Commission 
on Social Studies of the American Historical Society, which was financed by the 
Carnegie Corporation. The Conclusions and Recommendations, the final volume 
in this monumental study, laid down the basic plan for using the schools and the 
teachers as leverage for a revolutionary overturn of American institutions, and 
their replacement by socialism. This revolution was of course to be carried out 
without benefit of voting or even debate by the people concerned, or laws made 
by their representatives. 

The citations from this volume which appear in the Reece Report on Tax 
Exempt Foundations (p. 137) and the hearings of the same committee (p. 476) 
establish beyond the slightest doubt that 20 years ago, an organized group was at 
work within our intellectual groups to bring about a silent revolution by means 
of the schools, that its plan was fully developed, and that it had channels of 
communication with teachers all over the country. This explained the curious 
direction of educational debate, but was not sufficient to explain the success of 
the movement within the next few years, nor the weakness of the local com- 
munities in the face of their assault. 

The Reece Committee report shows us the strength of the forces which were 
arrayed against our local citizens. 

The Commission on Social Studies was not an isolated thing. Many founda- 
tions were devoting a large share of their resources to similar studies. These 
groups were working in cooperation to form an intellectual cartel. This com- 
bination or cartel, equipped with vast resources, directed from a few invisible 
centers of coordination, and using every modern device of propaganda and brain- 
washing, developed a network leading into schools and colleges all over the 
country, which has incessantly worked for unquestioning acceptance of col- 
lectivist politics and collectivist economics. 

How did the foundations win so much power over thousands of local com- 
munities? 

Why did they exert their pressure so strongly toward the left? 

What can our local communities do about it? 


A GENTEEL PROCESS OF BRIBERY 


The source of the power wielded by the foundations is simple. The answer is 
“Easy money.” Money is power. 

Money which has specific work to do will not generate much power. The 
money in a private firm has to be used for working capital. It is pretty well 
committed to the business needs of the enterprise. Money appropriated by Con- 
gress or State legislatures under proper safeguards is pretty well used up for its 
stated objectives. Private colleges have their regular operations to consume 
funds almost as fast as they are received. There is not much idle money, look- 
ing for mischief, in the tills of operating agencies. 

Foundation money is completely free from commitments, obligations, checks, 
balances, limitations or responsibility. Its officials are accountable to nobody. 
It has no “community” like a college, no market like a firm, to judge its results. 
It has no tradition to guide it. 

The foundations, like the Greeks, bring gifts. But gifts are a tremendous 
advantage to the college or the teacher who receives them, and a great pro- 
fessional handicap to those who must compete with the favored ones. 

Prof. David Nelson Rowe of Yale said they operate “through a_ genteel 
process of bribery.” He continued, “* * * you have to realize * * * that 
advancement and promotion and survival in the academic field depend upon 
research, and the results and the publication thereof. Here you have, you see, 
outside organizations influencing the course of the careers of personnel in uni- 
versities through their control of funds which can liberate these people from 
teaching duties, for example, and making it possible for them to publish more 
than their competitors” (p. 50, Reece Committee report). 

There is evidence, says the Reece report, that professional appointments all 
over the United States are influenced by the Social Science Research Council, a 
beneficiary, if not a subsidiary, of the foundations. 

Obviously it does not take long for college presidents to adopt a deferential! 
attitude to the givers of grants, and a friendly attitude to the teachers who 
secure help in financing research and publications associated with the colleges. 
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It is almost impossible to exaggerate the influence exerted by men who wield 
so much power over money. “For most academicians,” says the report (p. 36) 
“the route of foundation grants is the only one available for success in their 
professions. Moreover, badly paid as most of them are, it is generally only 
through foundation grants that their income can be amplified to a reasonable 
standard. 

“The pressure starts at the very bottom of the academic ladder. * * * A 
foundation grant may enable a neophyte to reach that all-important doctor’s 
degree through support of his graduate studies. If it seems necessary to conform 
to what he may think is the point of view promoted by a foundation which might 
honor him with its grace, is it unnatural that he conform? When he becomes a 
teacher, a foundation grant may supplement his meager salary; will he reject a 
grant because he does not like its possible objective? * * * Is he likely to do a 
study that the foundation would find undesirable? Is a foundation likely, indeed, 
to make a grant if it is not satisfied the recipient will comply with any predilec- 
tions it may have? We do not mean to assert that all foundations impose condi- 
tions of conformity on all grantees. We point out merely that the power to do 
so is there, and that it has been used. * * * 

“A foundation may send the grantee to a foreign country to increase his knowl- 
edge and prestige. It may even accept his research proposal and set him up in 
business by making his proposal a project in one of its favored universities. A 
research organization may be set up under his direction. A foundation may 
recommend him to a university for a teaching vacancy. He may even come to be 
recommended by the foundation for the presidency of some college or university. 

“Will any of these lifts come to the academician if he does not conform to 
whatever predilections or prejudices the foundation bureaucrats may have? 
Perhaps—but often the academician cannot afford the risk. Just as the presi- 
dent of the institution, whose main job today may be fund raising, cannot afford 
to ignore the (foundation) bureaucrats’ wishes, so the academician cannot.” 

In other words, our colleges, teaching positions, and textbook writing tend more 
and more to be dominated by people who have set out to please the foundations, 


TURN TO THE LEFT 


Why did a substantial part of the group of foundations set up by men famous 
for their success under free enterprise, become an agency for Socialist and Col- 
lectivist propaganda? 

The foundations had, to start with, vast concentrations of money, held down 
by no commitments to statutory duties, business firms, or established uni- 
versities. Inevitably they moved to coordinate their activities through the “in- 
erlock” described in Economic Council Letter 354, of March 1, 1955. Some of 
them set up subsidiary organizations like the Social Science Research Council, 
the National Education Association, the Council of Learned Societies, the Pro- 
gressive Education Association, the League for Industrial Democracy, and 
others. They quietly gained control over the professional societies in the field of 
social science, and the journals of the professions. Thus they reached every 
member of the teaching profession. 

By direct grants from the foundations, or from their subsidiary councils, the 
inner circle soon had a high degree of control over the literature of scholarship, 
which in turn became the content of the textbooks for lower schools. By means 
of appointments of teacher members, and spread of textbooks and teaching mate- 
rials, the inner circle soon had a network reaching into every public and private 
educational group in the country. 

Probably most of the foundation officials did not realize that this was political 
power. But the new radicals of the 20th century, the Fabian Socialists in Eng- 
land, and the Bolshevik Communists in Russia, knew political power when 
they saw it. 

Writing in 1936, Prof. Eduard C. Lindeman of Columbia University said, 
“* * * the new state of the future will need social technicians who will be asked 
to engage in cultural planning just as technological experts and economists will 
be called upon to plan for orderly material production and distribution. Those 
who have exercised a similar function during the individualist-competitive phase 
* * * have been to a very large extent associated with foundations and trusts. 
Consequently it becomes pertinent to discover how these culture determiners 
operated in the past.” That is Aesopian language for “We must find out how 
to get that money for ourselves.” 
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Louis Budenz testified before the Cox Committee on Foundatious that the 
Communists decided about the same time that they ought to get control of these 
most useful funds. 

That is half the story. Why did not the foundations have the power or the 
will to resist? 

A letter from Prof. J. Fred Rippy of the University of Chicago quotes from a 
book by Dr. Abraham Flexner, who had worked with the foundations from 
their setting up, that the task they had assigned themselves was “pretentious” 
and “absurd” (report, p. 44). The foundations were trying to set up super- 
universities in a few years to control universities which had been seasoned over 
nearly a thousand years. 

The original members of the foundation boards, chosen by the founders, had 
a philosophy. As the first generation of trustees passed on, their places were 
taken by the foundation bureaucrats, a new breed, described with insight and 
feeling by witnesses before the committee (report, p. 37). 

While the old trustees were dying off, and the determined and militant collec- 
tivists were moving in to take over, the heavy taxes of the late thirties and sub- 
sequent years set up a cruel squeeze on the funds from which private colleges 
and research students obtained their resources. 

As Professor Rippy wrote (report, p. 37), “At present and for years to come, 
scholars in our universities will not be able to do much research on their own 
because of high prices and heavy taxes. The recipients of these tax-free sub- 
sidies from the foundations will therefore have great advantages that will be 
denied the rest of the university staffs. * * * The others will tend to sink into 
obscurity and have very little influence in the promotion of ideas and culture.” 

The Communists know well, and the Socialists probably guessed, that every 
gain was a geometric gain. As each group of graduates or students was oriented 
tu the left, they moved up in the hierarchy to places where they appointed people, 
promoted people, gave grants, or chose textbooks. The power of the collectivist 
bloc spread fanwise, each circle wider than the one before. The openings for 
the anticollectivists became fewer and fewer. The sources of information were 
polluted, and soon it became difficult or impossible to find what the trouble was. 


ENLARGING THE RING 


The influence of the Federal Government over education is growing fast. 
According to the Gwinn report, the Federal Government has 315 programs for 
financial support of activities in the educational field. Last year the Govern- 
ment had appropriations of over $2 billion for educational activities. 

In 1950 the appropriations were over three and a half billions, because of 
veterans’ educational benefits. There is no evidence of a declining trend, how- 
ever, because the federalizers have many new programs to take up the slack. 
The current enterprise is Federal grants for school construction, recently pro- 
posed by President Eisenhower. 

If anyone wishes to know how little he can follow the activities of his Govern- 
ment today, he ean well read the listing of Federal activities in education which 
is given on page 464 of the Gwinn report. The activities of the Foreign Opera- 
tions Administration are particularly interesting. 

One of the most important influences on Federal Government spending for 
intellectual and educational purposes is the same group of foundations and their 
satellite organizations which have been working in education. The Reece report 
(p. 55) says: 

“Government-financed research in the social sciences is virtually under the 
direction of the very same persons and organizations who dominate the founda- 
tion concentration of power.” , 

The Report on the Institute of Pacifie Relations by the Internal Security Sub- 
committee of the Senate gives a classical example of the interlock between Gov- 
ernment policymaking and the foundation outposts. The current report of the 
same committee gives evidence of penetration of individual Communists into the 
military programs for information and education in World War II. The Reece 
report tells of the interlock between the inner group in the big foundations and 
the Rand Corp. which is involved in important technical work for the Armed 
Forces. 


WHAT TO DO ABOUT IT? 
It is possible to meet the growing influence of this intellectual cartel by making 


better use locally of what we now know about its power, and also by limiting, 
through Congress, the power it has assembled. 
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It is important for parents and school officials to know whether their super- 
intendents, their teachers, and textbook writers reflect the wishes and convic- 
tions of the people of the local community, or those of some remote center of 
control. Not every one who has had a foundation grant is a Socialist or a One 
Worlder. But any college or school or department or professional agency of 
teachers which is exclusively or predominantly under the influence of the cartel 
is a source of possible danger, requiring immediate attention. 

Even more important, schools and colleges must open their doors to the men 
and women who were too independent and too truly scholarly to receive such 
grants and the false prestige that goes with them. 

On national policy, the Reece committee has submitted a list of possible reme- 
dies which deserve thorough study in every local community, Anyone interested 
should write Hon. B. Carroll Reece, House Office Building, Washington, D. C., 
or to his own Congressman, and ask for a copy of the committee report. 

Finally, anything which tends to lower Federal taxes will free the colleges 
and textbook writers from the pathological dependence on foundation capital 
which has been increasing since the collectivists set out to capture them.— 
Merwin K. Hart, president. 


Chairman Barven. Mr. Stansbury, if you will give the reporter 
your name and address, you may proceed with your statement. 


STATEMENT OF H. A, STANSBURY, MANAGING DIRECTOR OF THE 
WEST VIRGINIA CHAMBER OF COMMERCE, CHARLESTON, 
W. VA. 


Mr, Sranspury. I am H. A. Stansbury, and I am the managing 
director of the West. Virginia Chamber of Commerce, and I live in 
Charleston, W. Va. My complete statement was filed yesterday, and 
if the chairman pleases, and in the interest of brevity, I will attempt 
to summarize its principal points, which are documented, I believe, in 
the prepared statement. 

Chairman Barpen. May I make the suggestion, then, Mr. Stans- 
bury, that at this point in the record your statement be inserted, and 
then you can enlarge upon it. 

I think that would help the committee, and as you say, be in the 
interest of time. 

Mr. Sranspury. That seems very logical and very satisfactory. 

(The statement is as follows :) 


STATEMENT OF THE WEST VIRGINIA CHAMBER OF COMMERCE BY H. A, STANSBURY, 
MANAGING DIRECTOR 


My name is H. A. Stansbury and I am managing director of the West Virginia 
Chamber of Commerce. The chamber is currently supported by dues payments 
from 1,729 West Virginia businesses, including 93 local chambers of commerce 
and trade and industrial organizations. These member business organizations 
in turn hold memberships from approximately 20,000 West Virginia firms, cor- 
porations and individual businessmen. 

The West Virginia Chamber opposes Federal aid for schools, whether for 
buildings or current expense, and in support of our position, it seems desirable 
to first introduce some basic background data. 


INCOME PAYMENTS EQUAL TO 80 PERCENT OF ASSESSMENTS 


At the present time, income payments of the West Virginia population are at 
the annual rate of $2.4 billion; property assessments total $3 billion; taxes col- 
lected on property are $51 million annually; proceeds from the State’s so-called 
gross sales or business and occupation privilege tax are $40 million annually 
and collections under the 2 percent consumers’ sales tax are $27 million. In West 
Virginia property is classified for tax purposes with relatively high rates on 
business property, nominal rates on homes and farms, and even more nominal 
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rates on money and personalty. Consequently, property used for and by business 
provides $42 million of the total of $51 million levied upon property for the sup- 
port of local government, including schools. Levies on homes and farms produce 
an aggregate of only $6 million, and another $3 million comes from taxes on 
money and personalty. The United States Census Bureau shows that there 
are 518,763 household units in West Virginia, but the favorable levy rates con- 
stitutionally provided for farms and homes, also the extraordinarily meager ratio 
of assessments to true and actual values, enables the head of the average West 
Virginia household to escape with an annual property tax burden of only $11.57, 
of which about 62 percent goes to the support of schools. We genuinely doubt 
if, in the entire Nation, another State may be found where householders con- 
tribute so pitiably in the form of property taxes to the support of public schools. 
The low property assessments which prevail in West Virginia are attributable 
to the natural lack of enthusiasm for high taxes, to the inefficient assessment 
procedures followed and to the rich rewards which local governments, par- 
ticularly schools, have heretofore secured from the State Treasury by holding 
down their property assessments. 


1-ROOM SCHOOLS NUMBER 1,750—-ENROLLMENT AT 1937 LEVELS 


In the school year 1953-54, West Virginia had 3,725 school buildings in use, 
consisting in 264 high schools, 118 junior high schools, 1,593 grade schools 
(2 rooms and larger) and 1,750 1-room schools. Enrollment in these schools, 
as of the end of the fifth month of the current school year, was 455,152. Itisa 
striking fact that we must go back to 1937 to find enrollment figures so large. 
The West Virginia Education Association has repeatedly prophesied during this 
18-year period that enrollment increases of overwhelming proportions were 
impending, these prophesies being designed to pressure or stampede the State 
legislature into making more generous appropriations of State aid to pay the 
salaries of the additional teachers to be required, and of course these figures 
appear in support of Federal aid to build buildings to care for the “floods” of 
new pupils about to descend upon us, Also, on January 19, 1955, in a formal 
message to the legislature, West Virginia’s Governor said: “On the basis of 
reported births, more than 50,000 additional children will be in our schools by 
1960.” The act enrollment gain of the past 5 years has been only 16,654; 
we are still at 7 enrollment levels, and having suffered, according to the 
Census Bureau, an actual population decline of 2.9 percent since 1950, how can 
the Governor’s statement be credited? When the legislature was in session 
as recently as 1953, the West Virginia Education Association officially predicted 
a 1954-55 enrollment of 471,974, which as you will note from the record is 16,822 
more pupils than have as yet appeared during the current year. 


COUNTY UNIT SYSTEM IS A STRAITJACKET 


As a result of these pressures the elementary and secondary schools of West 
Virginia are currently receiving $55 million from the State treasury, including 
payments for teachers’ retirement, while local sources provide only $32 million 
of the $87 million being spent for current school purposes. In 1945, when State 
aid totaled only $20 million annually, a group of out-of-State experts (the most 
competent and respected Strayer committee) recommended that local sources 
provide the increased school revennes required in the future, but in the follow- 
ing 10 years State aid has increased 175 percent and local support only 98 percent. 
West Virginia is 1 of only 4 or 5 States in which the county comprises the school 
district, a fact which poses some major problems, mostly financial. A number 
of West Virginia’s counties are quite large. Randolph, the largest county, has 
an area of more than 1,000 square miles, almost precisely the.size of the State 
of Rhode Island, more than one-half as large as Delaware, and having more than 
one-fifth the land area of the State of Connecticut. Randolph has only one sizable 
municipality, Elkins, with 9,121 of the county’s 30,558 people, a population pat- 
tern which applies to many of the State’s 55 counties. Under State law, a teach- 
er in the most remote 1-room school of Randolph County is paid the same salary 
as a teacher of like training and experience in the city of Elkins. The flat salary 
provision also prevails in a county such as Kanawha, where the State capital, 
Charleston, is a most prosperous industrial center with very high living costs 
but whose teachers are paid no better than those in the most remote 1-room rural 
schools of the county. A virtual straitjacket is thus created which holds down 
the salary of competent and deserving teachers living in high-cost population 
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centers and on the other hand, often unduly rewards the less deserving teachers 
who live in low-cost rural areas. This factor provides much of the pressure 
which has so successfully been applied to the State legislature during the past 
15 years for more and more State aid for teachers’ salaries, but we have here also 
one of the very best of all possible reasons why Federal aid of any kind should 
not be provided for West Virginia schools, because the schools in rural areas where 
property assessments are justifiably low, and local means proportionably restrict- 
ed have already been overgenerously helped by the State in paying teachers’ 
salaries, hence their further pleas lose much of their normal appeal. 


CLASSROOM OVERCROWDING GREATLY EXAGGERATED ACCORDING TO AAUW 


During the 1955 session of the West Virginia Legislature, the school lobby was 
greatly distressed when a committee of five highly respected teachers and former 
teachers, appointed by the Morgantown branch of the American Association of 
University Women, made a statewide study and reported that 90 percent of all 
elementary schools in West Virginia have enrollments under 35 pupils per teacher 
and that only 2 percent have enrollments above 39 pupils per teacher. Only 7 
of the 3,314 elementary schools in the State had enrollments of as many as 50 
pupils per teacher, all of these being in 1-room or 1-teacher schools. The National 
Education Association, an organization which does not often minimize the prob- 
lems of the schools, also the United States Office of Education have recently 
issued reports which appear to confirm that of the AAUW. The current national 
average of pupils not in full-time school attendance is 2.3 percent according to 
NEA, whereas in West Virginia the percent was 0.7, less than one-third the 
national average. The United States Office of Education, dealing with problems 
of enrollment and school housing for the current fiscal year, shows that in West 
Virginia elementary and secondary schools the number of pupils in excess of the 
normal capacity of the school plants now in use, was a relatively nominal 3,500. 
In such a large, progressive and, may we say, enlightened State as New Jersey 
the comparable figure was 81,000; in Iowa the figure was 70,500; in neighboring 
Ohio, from most standpoints a model State, 81,516 was the figure, and other 
States which may, in this respect alone, compare unfavorably with West Virginia 
are Massachusetts, New York, Pennsylvania, Illinois, Missouri, Arizona, Colo- 
rado, Montana, Washington, and, of course, practically all of the so-called 
Southern States. 


VISIONARY AND EXTRAVAGANT ESTIMATES OF NEEDED FACILITIES 


The high-pressure effort now being made to have the 84th Congress provide 
some measure of Federal aid for public-school construction in the States is, in 
our judgment, being largely promoted by parties who have a vested interest, 
perhaps political, in big and wasteful public spending. To the extent that this 
effort is bolstered by using West Virginia as a horrible example of need, we 
urge that the supporting claims be carefully examined. Making extravagant 
estimates of the statewide need for new-school construction in West Virginia 
has been a full-time occupation for certain groups and individuals since the possi- 
bility of Federal aid was first hinted. The survey made at the direction of the 
Office of Education, Federal Security Agency, purported to show that the cost 
of making up the shortage of school facilities in West Virginia would be $84 
million as of June 30, 1952. Superintendent W. W. Trent, of West Virginia, 
stated in a foreword accompanying this survey that “—a questionnaire was 
sent to every schoolhouse from which most data came directly from the teachers 
themselves,” adding that the teachers’ individual reports were merely assembled 
in the offices of county superintendents and processed in the office of the State 
superintendent in Charleston. In a matter of such great consequence, we sub- 
mit that the county boards of education, a generally respected and most respon- 
sible agency of school government in West Virginia, with representation from 
every magisterial district, should have actively participated in and approved 
the results of this survey. In the circumstances, we must regard the 1952 esti- 
mates as superficial if not visionary, and as constituting a mere list of the desires 
of many thousands of schoolteachers, rather than a dependable inventory of 
school-facility needs, reviewed and approved at least by the chosen and respon- 
sible representatives of those who pay the taxes in the counties. These con- 
victions were confirmed by a survey undertaken by the chamber early in the 
month of May 1952. Questionnaires were sent to each of the 55 county superin- 
tendents, asking for certain pertinent data, including the number and cost of 
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new schoolrooms required for the ensuing fiscal year, 1952-53. We promptly 
received replies from 17 county superintendents but participation in our survey 
was suddenly halted, as evidenced by several letters received on and after May 
20 stating that information in this field would be supplied by the office of the 
State superintendent. For the record, however, may we say that the 17 county 
superintendents who cooperated in our survey, gave us most interesting figures, 
these coming from a good cross section of the State; namely, Clay, Fayette, 
Harrison, Lincoln, Mercer, Mineral, Monongalia, Monroe, Nicholas, Pendleton, 
Preston, Randolph, Roane, Upshur, Wirt, Wood, and Wyoming Counties. These 
17 county superintendents reported the need for 760 rooms at an average cost 
of $14,442 per room or a total of $10,976,500. These counties have 31 percent 
of the State’s population, and statewide projection of their needs and costs 
shows the need at that time for only 2,451 rooms instead of 3,504 as shown in 
the FSA survey, at a total cost of $35 million rather than the $68 million cited 
in the FSA survey. 


SIXTY-SEVEN MILLION DOLLARS SUBSEQUENTLY PROVIDED, BUT ONE HUNDRED AND 
TWENTY MILLION DOLLARS STILL NEEDED 


If for purposes of discussion we temporarily accept the $84 million FSA figure 
of June 30, 1952 (new buildings, remodeling, land, busses, etc.), we are immedi- 
ately confused by the fact that Superintendent Trent now asserts (pp. 138-140, 
report of hearings, special subcommittee, House Committee on Education and 
Labor, Oct. 6-8, 1954) that a shortage of $120 million in school facilities still 
persists in West Virginia, despite the fact that $67 million has been provided for 
school construction and rehabilitation from bond issues, excess levies and cur- 
rent income during the 4-year period since the FSA survey was made and pub- 
lished. Of this sum, school-building bonds have provided $39 million and excess 
or current levies and normal sources have provided $28 million, the latter a fact 
which most students in the field conveniently or otherwise overlook. The superin- 
tendent’s current estimate covers the period ending in 1960, his claim being that 
1,580 new schoolrooms are required to relieve present overcrowding; that 1,243 
new rooms are needed to replace rooms considered unsafe and that another 
942 rooms will he needed by 1960 to take care of increased enrollment. On page 
139 of the report of the hearings mentioned, Superintendent Trent states that 
the 3,765 classrooms still allegedly needed would cost an average of $31,800 per 
room. 


COST ESTIMATES PER ROOM NOT SUPPORTED BY ACTUAL EXPERIENCE 


We must candidly say that the above estimate of the State superintendent 
that new West Virginia schoolrooms will cost an average of $31,800 each is not 
supported by actual cost experiences in ongoing projects or by the above-men- 
tioned written testimony of 17 county superintendents submitted as recently as 
1952, since when no substantial change in building costs has occcurred in West 
Virginia. In the $10 million school-building program now being carried out in 
the county of Kanawha, our largest and richest, the average cost of a 28-foot 
by 30-foot classroom has actually been $12,500 per room when constructed of con- 
crete or cinder block or similar materials and the average cost is $14,000 per 
room when constructed of brick and tile. In Jefferson County, only 60 miles 
from Washington, where a countywide school-bond issue for $861,000 was 
approved on April 12, 1955, incidentally by a vote of 1,382 to 660, a specific item 
in the proposal was a 6-room elementary school building in the town of Ranson 
(population 1,436) officially estimated to cost $80,000, or $13,333 per room. 
These current actual experiences with costs confirm the average $14,442 cost 
per room obtained in our 17-county survey of 1952. Superintendent Trent states 
on page 131 of the hearings above mentioned that: “Wirt County has a bonding 
capacity of less than $200,000, which will permit them to build not more than a 
4- or 5-room building.” In response to our 1952 questionnaire, however, the 
Wirt County superintendent said that $231,000 was the total estimated cost of 
the high-school auditorium and library and 10 classrooms which were then 
needed. It is indeed difficult to believe that a 6-room elementary school building 
will cost only $80,000 ($13,333 per room) in the nearby industrial village of 
Ranson and that a 4-room or 5-room school in rural Wirt County, in the other 
end of the State, would cost $200,000 ($40,000 to $50,000 per room) as Superin- 
tendent Trent asserts. Far more important is the fact that if we accept Super- 
intendent Trent’s estimate of 3,765 classrooms needed for all reasons by 1960 and 
can secure them at an average $14,000 cost per room, then the entire building pro- 
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gram would cost only $53 million, rather than the $120 million which the Super- 
intendent mentions. 


POPULATION DECLINES 10 TO 21 PERCENT IN 11 WEST VIRGINIA COUNTIES 


In his formal statement in support of Federal aid to the States for school con- 
struction Superintendent Trent refers to the inadequacy of unused bonding ca- 
pacity to provide necessary school rooms in Pendleton, Tucker, and Wirt Counties. 
On this point it seems pertinent for the committee to know that from 1940 to 
1950, the population of Pendleton County declined 14 percent; that of Tucker 
County declined 20 percent, and that of Wirt County fell 21 percent. School 
enrollment will doubtless eventually be affected by these losses of population 
but we desire respectfully to refer to the fact that even on the basis of 1954 
assessments Pendleton County voters and taxpayers could provide for the con- 
struction of 24 new brick and tile classrooms at Kanawha County costs, which 
would accommodate 600 pupils at the perfect figure of 25 per room, whereas 
the countywide school enrollment of Pendleton County is now only 2,116. Tucker 
County could also build 23 classrooms of the same size and quality as Kanawha, 
to accommodate 575 pupils compared to its present total school enrollment of 
2,264, and even Wirt County, the smallest and indubitably the poorest of all West 
Virginia counties, could construct 14 such classrooms to accommodate 350 pupils 
as compared to the present countywide enrollment of 1,213 elementary and sec- 
ondary schoolchildren in Wirt County. Members of the committee are referred 
to an appended table showing the county-by-county detail of unused school build- 
ing bond capacity. Pendleton, Tucker, and Wirt are only 3 of 35 counties 
which have thus far failed or refused to use bonds for school construction. Fur- 
thermore, these three are not the only counties in West Virginia which have 
experienced drastic declines in population since the 1950 United States census 
was made. In Braxton the decline has been 17 percent; in Calhoun, 18 percent; 
in Doddridge, 17 percent: in Gilmer, 19 percent; in Pocahontas, 10 percent; 
in Ritchie, 15 percent; in Roane, 11 percent, and in Tyler, 16 percent. None of 
these 11 counties where population declines of greater than 10 percent have 
occurred, have issued school building bonds. 


20 COUNTIES, WITH 55 PERCENT OF POPULATION VOTE BONDS 


We now desire to report that since constitutional limitations on levies to service 
school construction bonds equal to 3 percent of assessments were relaxed by a 
vote of the people in 1950 (340,054 favoring and 150,251 opposing) the voters in 
20 of West Virginia’s 55 counties, containing 1,096,473 or 55 percent of the State’s 
2 million people have voted by majorities of 60 percent or more to issue school 
building bonds in the aggregate amount of $39 million. Today a total of ap- 
proximately $43 million of school building bonds are outstanding, and this means 
that even under the nominal 3 percent limit on bonds in relation to assessments 
now in effect $50 million of school building bond capacity remains unused, and 
we estimate this capacity will increase at least $8 million annually, providing 
at least $65 million for school buildings by 1960. We firmly believe that if this 
committee and the Congress would make a prompt and firm decision opposing 
Federal aid in any measure to the States for school construction, it would have 
an immediately beneficial effect in the 35 counties, which have the means of 
meeting substantially all of their real school building needs, but have as yet 
been unwilling to help themselves. 


BOND AND LEVY AUTHORITY MAY BE INCREASED IN 1956 


Even brighter prospects for local school support are on the West Virginia 
horizon. Senate Joint Resolution 8, adopted 28 to 3 by the senate and 81 to 11 
by the house of delegates, just before adjournment of the 1955 West Virginia 
Legislature, cannot be submitted to a vote of the people until November 6, 1956, 
but the overwhelming legislative majorities cast in favor of this resolution is 
indicative of the wide public support which this resolution will command at 
the polls. The constitutional amendment proposed by Senate Joint Resolu- 
tion 8, if adopted, will have the following specific effects on West Virginia pub- 
lie school finances: (1) Excess levies for schools may be adopted by a 60 per- 
cent vote of the people for 5 years at 100 percent of the basic levy rate for schools, 
as contrasted to the present 3-year limit at 50 percent, creating a potential of 
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perhaps $15 million additional for school purposes; (2) by permitting the lay- 
ing of all levies for debt service outside the constitutional limitations of 1932, 
it is estimated that school finances will be improved promptly to the extent 
of $2.5 million, and much more as time goes on and additional school building 
bonds are voted and (3) the existing $93 million statewide limit on school con- 
struction bonds will be increased to $155 million. The overwhelming legisla- 
tive support for Senate Joint Resolution 8 grows out of the complete convic- 
tion of most responsible citizens that additional public school costs in West 
Virginia must hereafter be borne at the local level through taxes on property, 
rather than by additional State aid. 


FEDERAL PER CAPITA DEBT 16 TIMES THAT OF WEST VIRGINIA 


May we say finally that of all available statistics on the subject of Federal 
aid to West Virginia for school construction, perhaps the most relevant of all 
are the facts dealing with the debt burdens of the Federal Government, and of 
the people of West Virginia. According to the latest available figures, each man, 
woman, and child in West Virginia now bears a Federal debt burden of $1,670, 
whereas the per capita State debt is only $106, and the per capita West Virginia 
school debt is only $23. The Federal debt is 16 times greater than that of the 
State, and astronomically greater than that for West Virginia schools. How 
ridiculous it seems, then, that the Federal Government now operating almost 
continuously on a deficit basis, would presume to increase its debt to lighten 
the load of the school district taxpayer in West Virginia. The people of West 
Virginia have had an ample experience during the past 20 years with their county 
school boards, and county assessment officers who have deliberately sought to 
depress local assessments in order to increase their allocations of State aid 
for public schools, but we now also suffer further while this procedure is re- 
peated in relation to the promise of Federal aid for local school construction? 
The very promise however remote, which is held out by these hearings on pos- 
sible Federal aid for local school construction, has in our judgment retarded 
the present healthy trend throughout West Virginia for more generous local 
financial support for public schools through increased property assessments and 
school construction bonds. We would prefer a more rapid rate of increase, but 
it is nevertheless commendable that statewide assessments of property increased 
47 percent between 1945 and 1954. We believe furthermore that penalties now 
provided in the form of reduced State aid for those counties maintaining un- 
reasonably low assessments will have a pronounced effect on assessment levels 
in the years immediately ahead. 
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ExureiT A 
School-building bonds, State and local tawves in West Virginia 


[Compiled by West Virginia Chamber of Commerce, Apr. 18, 1955] 





State + versus local 


support 
County ; 





] 
|Permissible| Issued | Unused | State aid 


County bonding capacity | 





Barbour $583, | $583, 011 
Berkeley 353, 155 


1, 164, 116 | 
656, 286 


| $606, 600 | 
| 610, 883 
| 1, 037, 566 
286 | | 595, 475 
1,874,767 | 497,877 
| 1,956, 050 
| "352, 063 
| 497, 298 
| 232, 849 
2, 127, 006 

$14, 489 | 
299, 041 
1, 100, 030 
392, 132 
570, 856 
368, 481 
1, 648, 308 
460, 558 
479, 005 
5, 098, 375 








Monongalia 1, 305, 915 


444, 083 
234, 909 

2, 975, 145 
867, 450 

1, 042, 717 
353, 073 | 
156, 096 
412, 264 
975, 421 
565, 959 

2, 758, 472 
998 


Morgan... 
McDowell 





| 








1, 723, 582 | 1, 588, 000 | 135, 582 | 1, 009, 466 661, 112 


98, 345, 234 | 38,777, 000 55, 076, 264 | 40, 839,743 | 26, 252, 342 











59521—55—pt. 2——14 
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)xHIBIT B 


Trends of enrollment and revenues for West Virginia elementary and secondary 
schools, 1937-55 (Federal aid and proceeds of bond issues excluded) 


[Compiled by West Virginia Chamber of Commerce, Apr. 18, 1955] 


(Thousands of dollars] 





Loeal school revenues State aid 
| } | Total 

Fiscal year ending ma | | yet 5 revenue 
June 30 ment Prop- | Miscel-| Total Teachers’; Total | ; for 

' erty | laneous| local retire- | State schools 

taxes | jreceipts|revenue ment aid | 





| 
|Current 
| expense 





5 | 10,857 400 | 11,257 | 13, 664 | 13, 664 26, 006 
11, 878 414 | 12, 292 beondsicacl 46800 27, 304 

| 12, 065 908 5 nee ‘ 
14, 702 496 
3 | 14, 253 431 
16,315 | 518 | 
| 15, 562 593 
561 
ae S. coe ; 5, 5g 54l 
a ea , 673 5, 865 794 
2047 .<..... id , 6 7, 061 | 921 
1948 RS te 3, 3,765 | 1,048 | 
ee | 429,% . 502 | 1, 236 | 
1950. ____ : 38, 49 3, 1, 336 | 
1951 én 3, 13% . 196 | 1,600 
SSNS eee 25, 926 | 
1953 -ceesUhi~cct ae j | 1,540 | 
eer J..-- adeili) a 998 | 803 
1955 8_........:.........| 465,182 | 30, 800 














PPESSPnHNE rem 





! Ineluces funds required to service bond issues. 
2 Net after elimination of Federal funds and State aid to counties. 
3 Preliminary. 


Sources: Reports of State superintendent of schools; teachers’ retirement board and annual financial 
audits of State of West Virginia. 


Mr. Sranspury. We have here in the policy declarations of the 
West Virginia chamber, adopted by the membership at its annual 
meeting on September 4, 1954, a very ringing declaration against 
Federal aid, without any restriction as to whether it is for school 
buildings or current expense. 

I merely mention that in proceeding, Mr. Chairman, in order to 
show that our statements here are authorized by the membership. 

Mr. Batrey. I have a question at this point. Am I to understand 
that was the action of the membership of the West Virginia chamber 
and did not come as a request from your national chamber? 

Mr. Sranssury. Oh, no. 

Mr. Bamry. I would just like for the record to be clear on that 

oint. 

. Mr. Sranssury. Oh, no. This statement, of course, opposes Fed- 
eral aid as a matter of principle, but we aren’t dealing here with the 
principle particularly. We are trying in the statement we have pre- 
pared, and which has been inserted in the record, to document three 
facts: First, that the school facility shortage in West Virginia is not 
as acute as it is claimed. It isn’t now and it wasn’t in 1951 and 1952 
when the so-called survey was made. That is the survey which has 
initiated this present movement for Federal aid on the part of 
Congress. oe ee ISS 38 ‘ 

Second, we are doing a fine job in West Virginia in meeting our 
shortage whatever it is. } 

Third, that we have the means to do the rest of the job. 
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Now, as to the school facility shortage, we have three items of 
evidence. First, there is the National Education Association in its 
compilation issued November 1954, entitled “The Advance Estimates 
of Public Elementary and Secondary Schools for the School Year 
1954-55,” on page 21, and this is referred to in our prepared state- 
ment, which showed the percentage of estimated pupil enrollment 
not attending regular full-tirae as of 1954-55. In West Virginia the 
percentage is 0.7, that is % of 1 percent. : 

The national average for ali of the States is 2.8 percent. 

May I correct the record there, Mr. Chairman? In the final typing 
of our statement that percentage got reversed. It is in there at 3.2, 
and there are some deductions made from it. However, that shows 
it is a typographical error and we would like to have the record show 
that the figure appearing in the seventh line, page 4, should be 2.3 
rather than 3.2, as stated. 

Chairman Barpen. May I suggest that the copy that you furnish 
the reporter be corrected as indicated. 

Mr. Sranspury. I will be glad to do that. 

(The corrections referred to were made. ) 

In other words, in West Virginia the percentage of our estimated 
pupil enrollment, on the basis of NEA figures, not in full-time 
attendance, is only %9 of 1 percent, as compared to 2.3 in the Nation 
at large. 

Connecticut is 2.5 percent. That is three times as many. Nebraska 
is 8.7 percent. New Hampshire is 4 percent. New York is 4 percent. 
Ohio is twice as many. Pennsylvania is 5.8, and so on. 

I submit that that is doing pretty good for a State like West 
Virginia that is reputedly, according to unemployment and nearly 
every other figure you see these days, having it pretty tough economi- 
cally. We have the highest ratio of unemployment allegedly in the 
United States and that is another story. 

Now, in its circular No. 417, the United States Department of Health, 
Education, and Welfare Office, Office of Education, showing statistics 
in the fall of 1954, on enrollment, teachers and school housing, and so 
on, shows that in West Virginia there are 3,500 pupils in excess of the 
normal capacity of the accessible publicly owned school plants in use. 
That is not the chicken coops or anything of that sort. It is the plants 
actually in use. 

Now, we have referred in our statement to a number of these other 
richer States that have very many times more pupils in excess of the 
normal capacity. New Jersey, I note, has.81,000. Iowa has 70,500. 
Ohio has 81,516. Other States which compare unfavorably with West 
Virginia in this respect are Massachusetts, New York, Pennsylvania, 
Illinois, Missouri, Arizona, Colorado, Montana, Washington, and of 
course, practically all of the so-called Southern States. 

I don’t know whether that means anything, but it says here that 
3,500 pupils is all we have in West Virginia that are in excess. I don’t 
see how we can claim to have a shortage of school facilities under those 
cireumstances. 

The American Association of University Women, the Morgantown 
branch, I take it that as the seat of the university, would provide a 
high level of intelligence and capacity for a problem of this kind. 
They, surveyed the teacher shortage and classroom overcrowding, and 
so on, as recently as January of 1955. They came up with the conclu- 
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sion that in the 3,314 elementary schools in the State, there were only 7 
that had a pupil enrollment greater than 50 per room. And all these 
were one-room or one-teacher schools. Seven out of 3,314. There is 
more on that in our prepared statement. It doesn’t seem, certainly, on 
the basis of those three documented studies that there is a real shortage 
of school classrooms in West Virginia. 

The next thing is what are we doing to alleviate it if there is one. 
I think we are doing a great deal, as our statistics will show. The 
estimates of what our shortage is, as you all know, have come from 
many sources, mostly from the first survey made in 1951-52, showing 
what our shortage was supposed to be on June 30, 1952, which was 
made under the general direction of the FSA, Office of Education, 
through the State superintendents. In West Virginia that survey was 
made like this: This sentence is in the foreward of the superintendent’s 
statement of how hedidthis. Itsays: 

A questionnaire was sent to every schoolhouse from which most data came 
directly from the teachers themselves. The individual reports from the school 
teachers were assembled in each county superintendent’s office, and the county- 
wide parts of the survey were supplied by the superintendent or his staff. All 
55 counties participated. 

We quote that in our statement. That is in our report. 

Mr. Gwinn. Is the witness referring to this report of the status 
phase of the school facilities survey put out by the United States 
Office of Education for which about $3 million was appropriated in 
1951 by the Congress ¢ 

Mr. Sranssury. I think so. This is the first phase of it in West 
Virginia that I am referring to. That is what we were short at that 
time. This is the West Virginia section of that report. 

Mr. Gwinn. And the superintendent of schools refers to this survey 
when he talked about how it was made up by a questionnaire to the 
teachers ? 

Mr. Sranssury. In West Virginia, that is the way the West Virginia 
part of it was done. 

Mr. Gwinn. And the teachers sent back word as to what they 
thought the school shortage was, and what they thought the new 
schoolrooms should be, and what they thought the capacity of West 
Virginia was to meet her school needs? 

Mr. Sranspury. I take it that is it. We refer to the fact very 
emphatically in our prepared statement that the school boards repre- 
senting the 309 magisterial districts elected by the people a 
had nothing to do whatsoever with this, in spite of the fact that they 
have complete responsibility. They elect the superintendents and 
they fix the teachers’ salaries, and.they decide whether to have excess 
levy elections, and they do everything. Yet in this very important 
report—— 

Mr, Batter. I would like to clarify the record. There are not 309 
levying bodies in the State of West Virginia; there are only 55. _ 

Mr. Sranssury. I didn’t say so. I say there were 309 magisterial 
districts represented on the school boards and admittedly there are 55 
school districts which is one of the very first things stated in our pre- 
pared statement. There are 55 county school boards as we have the 
county unit system. They are elected by one from each magisterial 
district, not to exceed five, as I understand it, making all of the magis- 





FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 485 


terial districts, I think except maybe 30, which have direct repre- 
sentation under our law on the school board. They are the people 
that handle the fiscal affairs of the schools. The point we are making 
is whether there was 309, or 275, or what not, they are the people that 
did not participate at any point, according to the superintendent’s 
statement, in this report. 

Mr. Gwinn. Mr. Chairman, may I follow further, in order to get 
the identity of this school survey worked out, would it be accurate to 
say that when this school survey put out by the United States Office 
of Education referred to the deficit in West Virginia, that is the in- 
ability of West Virginia to meet its own school needs by $18,833,083, 
that information was supplied by the teachers as a result of a ques- 
tionnaire sent to them ? 

Mr. Stanssury. What page is that on? 

Mr. Gwinn. That is on page 138. 

Mr. Sranspury. I am sorry, but I don’t have the survey that you 
are talking about. I am dealing only with West Virginia here. 
Their conclusion here is that we had a shortage of building needs, 
facility needs, of $68 million for new construction and nearly $10 
million for rehabilitation and remodeling, and $3,500,000 for land, 
and $2.7 million for school buses, totaling $84 million for West Vir- 
ginia. 

Mr. Gwinn. I am referring to the same document; that is the figure 
that is here. 

Mr. Sranspury. I am glad to be able to check that. I am sorry I 
didn’t connect our statement with that report, but this is undoubtedly 
the type of thing which made it up. 

The first 10 or 15 pages here are from the FSA and they cover this 
plan. This is Budget Bureau Number 51.515 approved, and then 
there are all sorts of stuff in here about the instructions as to how this 
survey is to be made and how they are to set the ratio of shortages 
if they are to call it one room if there are two rooms that need halfway 
remodeling, and what not. 

In other words, it is the same thing. There is no doubt of it at all, 
and this is merely the West Virginia section. ‘That is all I am pre- 
tending to speak about. 

Mr. Fretincuuysen. Could I ask the witness a question about the 
point he israising now! Itis very brief. 

Just again to lari fy, in your formal statement you say the estimates 
found in part 1 of the Federal survey are superficial if not visionary. 

Mr. Sranssury. I am going to get to that. 

Mr. FretincuuyseNn. Is it your point that these are superficial, 
perhaps inaccurate, because the questionnaires were addressed to the 
wrong individuals in your State ¢ 

Mr. Sranspury. Yes, and they weren’t processed by the responsible 
fiscal authorities of the schools, namely, the school boards. 

Mr. Fre,incuvuysen. Are you going to suggest that perhaps the 
results would have been different if they had been so processed ? 

Mr. Stanssury. “Suggest” is mild. 

Mr. Gwinn. What was the answer of the witness? 

Mr. Sranspury. The way I stated it was that “Suggest is mild.” 

Mr. ZetenKo. Your opposition, is it on a national basis or merely 
for the State of West Virginia? 
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Mr. Sranspury. Certainly it is confined wholly to the State of West 
Virginia, as a matter of principle, but if West Virginia doesn’t need 
it, as I tried to say at the outset, how can any other State need it? 

Mr. ZrtzenKo. There has been some testimony that some States do 
need it, and I would like to ask you this, sir: You realize, of course, 
that if any bill is passed, assistance would be voluntary on the part 
of the States to come in and they wouldn’t be forced to take it. 1 
think that we can agree between us; is that right ? 

Mr. Sranssury. That is right, on a very limited basis, yes, sir. 

Mr. ZeLenKxo. Would it not be better or more feasible for you to 
direct your opposition to a situation where a bill has been passed and 


West Virginia is asking for aid, and you come forth with these figures 
at that time? 


Mr. Sranssury. I don’t think so. 

Mr. ZeLen«KO. In the State itself. My point is that assistance would 
be voluntary and not forced upon the States, and, therefore, what- 
ever the figures you have would be better directed, would they not, 
to the State authorities if they were to ask for assistance? 

Mr. Sranssury. That is a bridge that we would have to cross when 
we come to it. I am here, may I say, Mr. Congressman, because I 
am told that West Virginia is being used here as a horrible example 
of a State that can’t take care of itself in this respect. We submit 
that we can. 

Mr. ZeLenKO. May I say this is the first time that I have heard of 
West Virginia being used as a horrible example for anything. 

Mr. Sranssury. There are 2 or 3 other instances in which it has 
been used. 

Mr. Batrey. I don’t know whether the individual got that infor- 
mation. I suspect West Virginia has been the State least talked about 
in this question of school construction. 

Mr. Sranssury. I can see why it would be talked about very little, 
but we are here nevertheless. 

Mr. Batiry. The observation I wanted to make in asking the gentle- 
man from New York to yield was to the effect that I tried to pin- 
point that very matter, the question you brought up, by asking him 
if this was the action of the West Virginia Chamber of Commerce 
or whether they had orders from the national chamber to get over 
here and oppose it. I still have that impression that that is the 
situation. 

Mr. ZetenxKo. If I may, Mr. Chairman, my point was that assum- 
ing that this gentleman’s figures are correct, and I do not know, I still 
say that 

Mr. Battery. They are open to question. 

Mr. Zerenxo. That would be a matter for him to take up with 
the State authorities and assuming the State were going to ask for 
Federal aid. That is why I asked him whether or not his point of 
view was based merely on West Virginia or from a national basis. 

So I would say that these figures would be directed to the powers 
in the State rather than to us here at this time. 

Chairman Barpen. Let the Chairman say this: That, of course, 
the gentleman is here upon the invitation of the committee, and not 
as an intruder by any means. 
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Mr. ZecenKo. I don’t mean that, and that is why I asked if his 
viewpoint was merely of one State or if he is giving the viewpoint 
which he thinks would be applicable to all of the States. 

If it is merely of one State, I think then it is a question of taking 
it up in the State itself assuming a bill is passed. 

Mr. Fretincuuysen. Mr. Chairman, is not the question a deter- 
mination of need on the part of the various States to see what kind 
of legislation might be suitable to meeting that need? The fact that 
an individual from a State says there is need, and we have already 
had a witness from the State of West Virginia before our subcom- 
mittee last fall, Mr. Trent, as Mr. Stansbury is now pointing out, who 
says there is a sizable need which cannot be met without Federal aid, 
and now we have a witness this morning saying in effect that this 
State does not need Federal aid. 

Both of those witnesses, I think, are presenting us with pertinent 
testimony in determining what, if any, Federal legislation we should 
propose in this field. 

Mr. ZeLtenko. Well, may I answer the gentleman from New Jersey. 
The point is I assume that once a bill is passed you will have the same 
problem in every State, and some for accepting Federal aid and some 
against it. I want to get his viewpoint from a national perspective. 
You will have it in every State. 

Mr. FretincuuyseN. Let us assume that we are passing a bill that 
will provide $5 million in grants-in-aid, direct grants-in-aid. You 
do not think that there is any State that won’t come and say, “I will 
claim my share,” whether or not there is proven need, and whether 
or not they couldn’t get along without it. 

So part of the problem is to determine how great the need is, and in 
what form we should direct it at the States or areas that need it most, 
or whether we do not need to set up any criteria. That is whether 
it is not important to make local effort. 

But in any case, the final form will certainly not mean that States 
won’t apply if it is available to them. That is part of the problem, 
and that is why it is important that we set up sensible legislation. 

Mr. ZeLenxo. If this gentleman’s viewpoint is indicative of what 
the attitude is in West Virginia, West Virginia would not apply. 

Mr. Sranssury. We would not have the option as to our share of 
the taxes, and is it timely for us to appear now and oppose a $50 mil- 
lion addition to our Federal tax burden? We pay about 1 percent 
or a little less of the total. 

Mr. Zetenxo. My point is that the working out of the act would 
be on a voluntary basis, on the part of each State. 

Mr. Sranssury. Voluntary as to taxes? 

Mr. Frevtincnuysen. How can we argue that a State would not 
apply because an individual representative of that State is now say- 
ing that they could do the job on their own if they only put their back 
into it a bit more than they are. That certainly would not mean that 
they would not come if the money were available. 

Mr. ZeLEnKo. My point is that if this gentleman represents the view- 
point of West Virginia, if he does, then his State would not apply. 

Mr. Fretincnuysen. How can you say that? Let us assume that 
this is the State of West Virginia 

Mr. Zetenko. He says they don’t need it. 
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Mr. Frevincuvuysen. That does not mean that they would not take 
it if it were offered to them. 

Mr. Ze.enxo. If they did not need it, I am sure the State of West 
Virginia would not apply. I don’t impugn their motives. 

Mr. Frectincuuysen. I think that you are on very untenable 
grounds. 

Mr. ZetenKo. The ground seems tenable here, and it may seem un- 
tenable over there, but frankly getting down to it, and I do not mean 
to be jocular, what I mean is this: According to what I hear from 
this gentleman he says the State of West Virginia does not need it. 

Now, I say that is a point that could be gone into in further detail 
in West Virginia, once we have passed such a bill. It is up to the 
individual State and the parties in the State, but all of these figures 
do not mean too much to me, and maybe I am not assimilating this 
material too well. But I think I am, however. 

It doesn’t mean too much to me. All it means is this, that we have 
9 law and let us say it is passed and then West Virginia applies, and 
that is a matter to be decided in West Virginia. I want to get his 
idea generally on a national basis, and that is what we are trying to 
do here, to do best for the most. 

Chairman Barpen. Mr. Wainwright. 

Mr. Watnwricut. Mr. Zelenko, what you are saying is that if a bill 
is passed and money is appropriated, that does not necessarily mean 
that the State has to come and take it. 

But I have found through experience, and you take my 4 children, 
Mr. Zelenko, and they sometimes protest about candy that their father 
may have in his pocket; however, when it comes to giving the candy 
out there is not 1 of the 4 who doesn’t reach out and grab. 

Mr. ZetenKko. Apparently you do not live in West Virginia. Ac- 
cording to this gentleman, they will not ask for it. 

Mr. Fretincuuysen. According to you, they will not ask for it, Mr. 
Zelenko. 

Mr. Zetenko. According to this gentleman, they will not. ask for it. 

Mr. FretincHuysen. He is not saying that, I do not believe. 

Mr. Ruopes. Has the witness completed his statement ? 

Mr. ZeLenKO. May I very briefly, Mr. Chairman—— 

Chairman Barpen. I think we can dispose of this issue by saying 
that I do not know of any money in Washington, even in the petty 
cash, that anybody can get that they have not already called for. 

Mr. ZetenKo. May I say this, Mr. Chairman, that my whole idea 
is this, that these various details and the minute details that are being 
gone into—and I do not mean to shut the witness off—is, I think, a 
matter for West Virginia and not for us. I think the general picture 
is what we are interested in here. When he gets down to the little 
districts in the State, I do not think that we should be concerned 
with it. 

Chairman Barpen. I am quite sure the gentleman extends to the 
gentleman from West Virginia the privilege of expressing his views 
and opinions. 

Mr. Zetenxo. I do not mean to shut him off, but perhaps direct him 
to the bigger picture. 

Chairman Barven. The gentleman will proceed. 

Mr. Sranspury. On pages 5, 6, and 7 of our statement, I have ex- 
panded on the remark I made at the introduction that we are doing 
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fine in West Virginia in meeting our shortage, whatever it is. That is 
even if it is as great as this survey says. 

Mr. Barmy. Right in that connection, I want to ask this: He said 
we are doing fine, and some years ago the legislature was appropriating 
$10 million annually for aid to the counties in school construction. 
That practice has ceased in West Virginia; has it not? 

Mr. Sranspury. Fortunately; yes. That was just temporary. That 
was State aid, which is exactly the same kind of thing that you are 
trying to do here from the Federal Government. Why can’t the school 
districts in West Virginia, the counties, build their own schools, as 
they have been doing ? 

Mr. Battry. What was the attitude of the chamber of commerce 
toward that? 

Mr. Stanssury. We were against it, absolutely. 

Mr. Batter. Then why do you come here and say West Virginia 
is able to handle and is handling its own affairs when you blocked the 
very thing that they should be doing themselves ? 

Mr. Stranssury. Thanks for the compliment, but we didn’t block 
that $10 million. That was about 20 percent of an accumulated sur- 
plus in general revenue funds that had been built up during the war 
years, and distributed in 1949. The counties were required to match 
it, and so on. The assumption was that we had at that time an ex- 
cessive accumulation of construction needs, due to restricted building, 
and so on, that we had to take care of. 

Since then our position has been fully vindicated. In 1950, as you 
well know, we voted—and this is pertinent to this section of my testi- 
mony—to relax the limitations on levies for servicing school-debt 
bonds, giving us now $93 million for the purpose of building schools, 
only $43 million of which has been used. 

Twenty of the 55 counties have voted bonds, and 35 counties have $50 
million unused that they can vote if they have school needs in that 
amount. 

In addition to that, a lot of people would think that all the school 
districts can do from current income in West Virginia is pay the jani- 
tors. Well, actually that isn’t true. The school districts in West Vir- 
ginia in this past year—and I am talking first about fiscal 1953-54— 
provided $9,465,000 worth of school facilities from current income, 
1. @., from their normal levies. Of this $5 million went into new build- 
ings during this past year. 

In other words, since this facility survey was made 4 years there 
has been an accumulation of $28,462,000 in funds directed at the very 
point of the shortage here, from regular school income. That is from 
current expense. 

Mr. Battery. Some of that was extra levies, I believe, Mr. Stans- 
bury. 

Mr. Stanssury. Part of it was. 

Mr. Barrer. It did not all come from this regular constitutional 
limitation on levies ? 

Mr. Sranssury. I don’t quite follow you, but that is neither here 
nor there. The point is that $28 million has been provided against 
this so-called $84 million shortage in facilities that was claimed by 
the teachers, and I always want to remind you 

Mr. Battery. And at this point, Mr. Stansbury, let me make the 
observation that West Virginia lost 4 percent in population in the 
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decade, if you will recall, in 1950, so that we are continuing to lose 
probably at that or at a greater rate because of the unemployment situ- 
ation in West Virginia. Naturally the school needs on the basis of say- 
ing there were so many pupils unhoused, they are not there that were 
there when that survey was made that you and Mr. Gwinn were tearing 
apart a few minutes ago. 

Mr. Sranspury. That point is covered in my prepared statement, 
Mr. Bailey. In addition to the $28,462,000 that we have provided from 
current income for meeting this so-called shortage of, facilities, we 
have voted in these 20 counties I have just mentioned to issue 
$38,700,000 of school construction bonds. 

In other words, since this survey was made we have provided new 
facilities to a total of $67 million, and we still have $50 million in 
school bonds that might be voted. We also have a continuing increase 
in assessments. They have increased 47 percent in the past 10 years, 
an average of $130 million per year. Each $100 million of assessment 
increase gives us $3 million more of bonds for school building facilities 
and school buildings. 

Mr. Battzxy. Mr. Stansbury, I would like for the record to show 
if you have the figures available, what was the interest rate on those 
bonds that were voted recently and sold. What is the average interest 
rate West Virginia pays on those bonds? 

Mr. Sranspury. oa want me to supply that information for the 
record ? 

Mr. Batiry. I think it would be good, because it is an issue before 
the committee as to the feasibility of the Government buying bonds, 
or them being sold in the open market. 

Mr. Sranspury. I am sorry, what is it you want me to supply now? 

Mr. Batrry. The average interest rate that West Virginia is paying 
on its school bonds. 

Mr. Sranssury. You mean the school building bonds? 

Mr. Battery. Yes; for school construction purposes. 

Mr. Sranssury. All right. 

(The information referred to was subsequently supplied, and is as 
follows :) 


West VirerntA CHAMBER OF COMMERCE, 
CHARLESTON 1, W. Va., April 23, 1955. 
Chairman GRAHAM A, BARDEN, 
Committee on Education and Labor, 
House of Representatives, Washington 25, D. C. 


Dear CONGRESSMAN BARDEN: In the course of the hearing conducted on 
Wednesday, April 20, when the undersigned was a witness, Congressman Bailey 
of West Virginia requested that I furnish for the record the data on average 
interest rates applying to school building bonds issued by the various school 
districts in West Virginia. 

For this information we have referred to the 21st report of the State tax 
commissioner for the period ending June 30, 1954, and for bonds issued since 
June 30, 1954, we have directly contacted the secretary of the State sinking fund 
commission at the capitol. The data is presented herewith in inverse chrono- 
logical order. 

The latest bond issues authorized, those in Morgan and Jefferson Counties, 
have not yet been sold. 

The Wood County issue for $3,700,000, sold Jannary 1, 1955, bore an interest 
rate of 2.25 percent. The Mercer County issue of $2,760,000, sold late in 1954, 
bore an interest rate of 2 percent on the $1,623,000 maturing in 1969, and bore a 
rate of 2.5 percent on the short-term issue of $1,137,000, maturing in 1961, 

As all bond experts are aware, bond interest rates were generally high due we 
believe to Government policies in the fiscal year 1953, the result being that the 
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issues of Berkeley, Logan, Marshall, Pleasants, and Webster Counties bore rates 
ranging from 2 to 3 percent. 

In fiscal 1952, the issues sold by Fayette, Kanawha, Lincoln, Monongalia, Put- 
nam, and Wyoming Counties bore rates ranging from 1.75 to 2.5 percent. 

In fiscal 1950-51 when the first issues of bonds were made under the more elastie 
servicing provisions of the constitution, McDowell, Mason, Mingo, Raleigh, and 
Randolph Counties issued bonds, the range of interest rates being from 1% to 
2.5 percent. 

A summary shows that 16 of the 20 counties named have sold their bonds at 
interest rates ranging from 1.75 to 2.5 pereent and that only 4 counties which 
sold bonds in the high-cost year of 1953 paid rates slightly higher. We believe the 
addition of this evidence to the record will confirm that West Virginia not only 
has the capacity to construct its own schools, but that the good credit of the State 
and its school subdivisions will make the procedure economical. We believe the 
Federal Government is paying rates in many cases as high as the average expe- 
rienced in the sale of West Virginia school bonds. 

I am assuming that Congressman Bailey is entitled to a copy of this letter 
and for his convenience, I am likewise sending a copy to Chief Clerk Hussey of 
the committee. 


With renewed assurances of my keen personal appreciation of your courtesies 

on Wednesday of this week, I am, 
Sincerely yours, 
H. A. Stanssvury, Managing Director. 

Well, we voted, as our record shows, $861,000 in Jefferson County 
last week, a week ago yesterday, and they are pretty conservative peo- 
ple over there, and if the interest rate was out of line they would not 
have voted it by such a majority. I think it was 1,370 to 600 and some- 
thing of the kind. We have also voted $3.7 million in Wood County, 
about 10 days ago. If there wasn’t so much talk around here about 
giving us Federal aid, more people would be voting for bonds. That 
statement is in our recor d, too. 

Mr. Gwinn. Mr. Chairman, just to clarify the figures a bit, they 
are very interesting, but as I understand the witness after all of this 
controversy says that even taking the outside figure of needs which 
in this school survey we have been talking of, put out by the United 
States Office of Education, is $84 million—even taking that—since this 
survey Was started and these ‘figures compiled, West Vi irginia has al- 
ready issued $67 million in bonds, and has a capacity of $55 million 
more to meet these needs. 

Mr. Stanspury. May I slightly correct your figures? It is this 

way: We have issued $38,700,000 in bonds, and we have used 
$28,462,000 from regular income, that is from the school improve- 
ment part of our levy. The counties always do a little something in 
the way of building out of the regular levies, even in the poorest coun- 
ties they doa little something. “Tt may be to only rebuild the stairs 
but they do something each year, and they have to under the law. 

We have provided "$67 million of this $84 million, you are correct, 
but they have done only $38 million of it by issuing bonds. 

Now, on the first page following the narrative of our statement is a 
table of statistics titled “Exhibit A” which shows the permissible 
bonding capacity for each of the counties. We show the 20 that have 
issued bonds, and we show the 35 that haven’t and how much they 
could issue. 

Now, this table relates only, Mr. Chairman, to the school building 
bonds that. have been issued since 1950 under the related limitation. 
There are approximately $5 million of other bonds outstanding that 
some of the countries like Kanawha, and others, had issued even under 
the old restriction when bonds could not be serviced outside the lim- 
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itations. That is they still issued some bonds when they had to pay 
for the bonds out of the money they got for current expenses. 

In other words, the actual status at the moment is not shown in de- 
tail, and the point I am just making, is that we have $50 million in 
round figures of unused bonding capacity, rather than the $55 million 
indicated by the table. May I say that the $55 million doesn’t take 
account of two things. I am sorry to labor this minor point, but I 
don’t want someone here to say that because this table shows $55 
million, and our narrative says $50 million, then the whole business 
ought to be thrown in the trash can. 

The point is that we have a continuing but diminishing liability 
for these $38,777,000 of bonds. The Kanawha County $9 million 
was issued in 1952, and there have been 2 years of reduction, yet we 
show the full amount, $9 million as still outstanding. 

This table is designed to show the situation as to the so-called bond- 
ing capacity, the $93 million. That is the figure outstanding, and 
the $55 million is what could be issued under that authority. 

Now, this table doesn’t take account of how much has been paid on 
these other bonds, you see. In other words, the computation made 
in our narrative showing that we have a minimum of $50 million 
of school bonds that could be issued—some of the old bonds, of course, 
are very much lower in amount because they have been continuing 
to pay off the principal, interest, service and everything—have I[ 
made my point clear? I am just correcting your $55 million figure. 
It is $50 million. We have provided $67 million toward the $84 
million, leaving us $17 million still deficient during the period when 
the Congressman from West Virginia said we have lost population. 
We still have $50 million of bonds that could be voted. 

Mr. Barry. Now, Mr. Chairman, as a reminder to the distin- 
guished gentleman, Mr. Stansbury, our witness, and also for the 
information of the gentleman from New York, most of the wealth of 
West Virginia is concentrated in 16 of the 55 counties, and there are 
counties in West Virginia that are just as badly in need of Federal 
grants-in-aid for education as some of the counties in States like 
South Carolina, or the State of my friend from Alabama, or some 
of the other States. 

I happen to know that situation just about as well as anybody in 
this State of West Virginia, having been the Budget Director and 
prepared and administered the budgets of the various counties. I 
know the situation and I know most of these bonds that you have 
been talking about here that have been floated in West Virginia since 
1952 have been in those wealthier counties like the county of 
Kanawha, which is the most wealthy of all of them. Is that not true, 
Mr. Stansbury ? 

Mr. Sranssury. The flat answer to that is “No.” I would cite 
Wood County, for example. I am trying to get away from this nar- 
rative, but the superintendent of schools of West Virginia, who may 
I say to this gentleman testified here for 7 or 8 pages about the 
very thing I am talking about, with no interruptions—— 

Mr. ZetenKxo. Do you object to the interruptions if it is clarifying? 

Chairman Barven. I believe that is a matter the Chair ought to 
take care of. 

Mr. Stranspury. I object to the point that this isn’t pertinent to 
what we are talking about, yes. I am speaking from the record here. 
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Mr. ZetenxKo. Mr. Chairman, may I indicate to the witness that 
the mere fact that someone testified does not make it so. Pointing 
the record to me does not warm me up one bit. May I ask the witness 
this: Does he say there are enough school rooms now in West 
Virginia ? 

Mr. Sranspury. I tried to say that many times. 

Mr, ZeLeENKO, You have said it? 

Mr. Stanspury. Yes, sir. 

Mr. ZetenKo. May I say then, Mr. Chairman, that perhaps the 
witness’ testimony should be concluded shortly, with all due respect 
to that. We do not have to take his word for it, and we may follow 
his figures, but he has made his point, I think and he says there are 
enough. 

Chairman Barpen. I expect we had better not invoke the rule here 
of stopping anybody in the committee room from talking when they 
have something to say. 

Mr. ZELENKO. May I respectfully say this, Mr. Chairman, I am 
sorry if I have peas Mather 2 the rule myself, but I say and I repeat 
that whether or not there are enough classrooms or school construc- 
tion is needed would be a matter of justification under any Federal 
bill that would be eventually passed. The State would have to justify 
its need, and, therefore, the figures that this witness is now showing 
us would be a question to be decided in West Virginia under any 
bill that would be passed. 

Chairman Barven. Just let me say, since that is directed at me, 
that we have heard the national organization and we have heard the 
department, and I think it was the desire of a great portion of the 
committee that we hear from the various States. That does not neces- 
sarily mean that we must have one side of the picture from one State 
without the presentation of the other side. 

Of course, the Chairman would not like for the hearing to continue 
indefinitely and wind up with a voluminous record and no record of 
es ae og I am trying to get the information as quickly as 
possible so that the committee can sit down and see what we can work 
out with all of the testimony presented. I will admit that it takes 
some time to do that but at the same time I must confess that on yes- 
terday, for instance, I took up a good bit of time myself and extended 
the same privilege to other members. 

So I am afraid, if I were to suggest that the gentleman conclude 
his testimony, he might come back with the reply, “Well, I would 
have been finished a long time ago if you gentlemen would have let 
me alone.” 

Mr. ZetenKo. Except he has put his statement in the record, and 
] assume that we are going to read it. That has what he is saying 
now, and it is already in the record. 

Chairman Barpen. Well, the gentleman and myself both have tried 
enough law suits to know that a lot of times we would have liked to 
cut a witness off when he was testifying against us, but we had to sit 
there and take it. 

Mr. ZetenKo. The only difference is this, that his testimony is 
already in the record and sow he is just elaborating on it. 

Chairman Barpen. If the Chair must rule upon it, I certainly rule 
that the gentleman is in order and will proceed. 
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Mr. Sranssury. The poorest and the smallest county in West Vir- 
ginia is Wirt County. It is assessed at $5,571,000. The school en- 
rollment is about 1,200 or something like that—it is in the record. The 
superintendent stated on page 131 of the hearings that: “Wirt County 
has a bonding capacity of less than $200,000, which will permit them* 
to build not more than a four- or five-room building.” This asser- 
tion deals with the question of cost estimates that have been made in 
our State. 

Well, that is a quoted statement from the State superintendent, 
but we have here a survey received direct from the county superin- 
tendent of Wirt County in which he says, and he signed it in 1952, 
that their whole need for school rooms was for a high school audi- 
torium and a library that would cost $160,000, and for 10 more school 
rooms and they had these little buildine improvement funds to deal 
wi‘h, a total cost that he figured was $231,000. 

Now, under this bonding business that we are speaking of here, 
Wirt County has an unused bonding capacity of $193,739, about 80 
percent of what the superintendent says is needed—this didn’t come 
trom the teachers, it is from the superintendent—that they need 
$231,000. They have $193,000 of it right there. That is the situation 
in the poorest county in West Virginia. 

Mr. Fretrncuuysen. Could I ask a questicn on this bonding easti- 
gation? As I recall Mr. Stansbury, last fall Commissioner Trent, 
when he testified before our subcommittee, suggested that Federal 
aid might serve as a kind of carrot to encourage the State of West 
Virginia to make use of its unused bonding capacity. 

In other words, he suggested that there were various practical rea- 
sons why more use had not been made of that bonding capacity than 
have been made. I wonder what your reaction would be to Federal 
aid as a method to stimulate the State to use some $50 million of its 
own bonding capacity. 

Mr. Sranssury. Well, the best thing to do always is speak from the 
record. In 1982 we imposed this limitation of levies that we referred 
to extensively in our narrative. 

The county assessors and school boards got wise pretty fast to the 
fact that if they plead poverty and assessed their property low, and 
didn’t raise any money at the local level, they would get it all out of 
the State treasury. We have had an awful struggle with that. We 
have finally now, just now, been able to reverse that trend and the leg- 
islature has acted as referred to in a decisive fashion and it is a very 
good cross section of the people of West Virginia. The legislature 
voted 81 to 11 in the House and 28 to 3 in the Senate to submit another 
constitutional amendment. 

We had this one on bonds in 1950. ‘This one will be voted on in 
1956. It will let them levy not 50 pereent for 3 years, but 100 percent 
for 5 years for the support of schools. In other words, it is a forth- 
right effort to get away from the chains and straitjackets on local 
school support. 

All right, I think Mr. Bailey is a great authority on this matter, and 
I speak respectfully when I say it. I always speak respectfully of 
the Congressman. That situation caused our counties to sit and beg 
for State help. The $10 million that you are talking about in 1949, 
they gave them out of the surplus and that simply retarded every- 
thing. But what did the people do when they had a chance to vote? 
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‘The record is in here. It was 335,000 to 150,000 or something of that 
kind to adopt this amendment to give the schools this $93 million 
of schoo] bonding capacity as it exists today. 

I repeat what I have said earlier, that if Congress would quit fooling 
with this kind of stuff, this carrot business, and say that you have got 
to build your own schools, we would do so and we have ample capacity. 

There is another thing about this. This Senate Joint Resolution 
No. 8 that is referred to extensively here, have two or three other good 
features. The one feature I have spoken of will let the local people in 
35 counties in West Virginia that have voted 50 percent excess levies 
for the current expenses of schools could go up to 100 percent, and 
many of these poor ones that the Congressman speaks of could also 
help themselves under this provision. 

Now, we also would take all the 1932 restrictions off, going back 
to the original provisions of our constitution which provides that we 
shall have 5 percent for school bonds and 5 percent for municipal 
bonds and 5 percent for county bonds, which is a pretty general pat- 
tern, as I understand it in most of the other States. It is in our origi- 
nal constitution. But the Supreme Court of West Virginia on the 
basis of our 1982 amendment said: “No, your school debt service and 
your county debt service and your municipal debt service must all be 
provided within the limitations.” 

Now, the people voted a good deal more than 2 to 1 to take the 
limitations off as far as $93 million of school debt bonds are concerned. 
They are going to put it back, I am very confident, to the 5 percent, 
which means that after 1956 we will have authority for another $50 
million or $55 million of school bonds. 

Mr. FRretincuuysen. | think we will all agree that we would like to 
have the local communities help themselves if they can, but you talked 
about the ample capacity to help themselves. Well, for one reason, 
l am wondering why that it not being used ? 

Mr. Sranssury. Well, it is being used, but not to a very great extent. 
More is now being used than has been used according to your own 
figures. 

Mr. Fretincuuysen. How can we encourage a greater use, and do 
you have any objection to the Federal Government trying to stimulate 
a greater use of the local capacities and the State capacities to build 
their own schools ? 

Mr. Sranssury. My answer is “Yes” on that, I don’t think it works 
that way. I am positive that it will not work that way in West Vir- 
gina, 

Mr. Ruopes. Would you mind going through this list of counties 
here with me. I notice for all practical purposes Fayette County has 
used up its bonding capacity. Are there enough schoolrooms now 
in Fayette County to take care of the children who must go to school 
there, according to the standards set by the West Virginia Department 
of Education ¢ 

Mr. Sranssury. Well, Fayette County is one of those that is suf- 
fering very substantially from losses of population on account, of the 
worked out coal mines. That is one answer. 

The next is this, a principal of a high school in Fayette County 
wrote me the other day a critical letter and said the chamber had 
opposed increases of teachers’ salaries in the recent session of the legis- 
lature. That was only half of the truth, as usual, because we are only 
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opposed to more State aid. From the State treasury we are now sup- 
plying 63 percent of all of the current expense funds. We have some 
pretty rich counties in West Virginia that pay only 10 or 15 percent of 
their total school costs. 

My point is that Fayette County——— 

Mr. Ropes. Whether or not there are enough schoolrooms in Fay- 
ette County, that is my question, according to West Virginia stand- 
ards ? 

Mr. Sranssury. Well, regrettably, the FSA survey here as ample 
as it is, doesn’t deal with it. It just comes up with some total figures 
and not on the counties. 

Mr. Ruopes. But you don’t know about Logan County either where 
they have practically used their bonded limit ? 

Mr. Sranssury. As a good answer to your question, Congressman, 
the tax commissioner of West Virginia surveys property and appraises 
the relationship between true and actual and assessed values. 

Mr. Battery. And then does he not do anything about it? 

Mr. Stranssury. That is another story, too. 

Mr. Gwinn. Might we have regular order, Mr. Chairman? 

Mr. Bamey. Will the gentleman from New York observe that same 
request. 

fg torent Barven. Well, any disorder is the responsibility of the 
chairman, so let us get back on the subject. 

Mr. Sranspury. I think it is very pertinent to your question, Mr. 
Congressman, that I told the gentleman from Fayette County that 53 
of West Virginia’s 55 counties assess their property more nearly ac- 
cording to true and actual values than Fayette County. 

It is 32.7 percent. Their assessments are 32.7 percent of a 50-per- 
cent ratio they are supposed to maintain. In other words, it is about 
16 percent. 

Mr. Ruoves. Mr. Stansbury, you are talking about two different 
things. You are talking about assessments. 

Mr. Stanssury. I think it deals with the ability of the people. If 
they had their assessments up, they could issue more bonds. 

Mr. Ruopes. You know perfectly well that you do not build schools 
from the annual revenues that you receive from taxes, and you bond 
the school district or the county and you build the schools, and then 
you pay off the bonds over a period of time. 

Now, we are talking about building schools here and you are talk- 
ing about school administration. 

Mr. Sranssury. I beg your pardon. We have spent $28 million in 
the last 4 years from regular levies for school construction in West 
Virginia. I don’t know what they do in your State, but in West Vir- 
ginia that is what we have done. That is what Superintendent Trent 
says. This is his book here. 

Mr. Ruopes. You decide a certain year you are going to build a 
$200,000 school and you go ahead and build it out of your current 
revenues ? 

Mr. Sranssury. Some of them do and some of them can. They used 
$9 million in that way in the last fiscal year in West Virginia. That 
is a lot of money in our State. 

Mr. Ruopes. The point back of all of this questioning is this: It 
appears from the face of your own figures that certain of your coun- 
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ties are probably in trouble as far as their bonding capacity is con- 
cerned. Now, I don’t know. 

Mr. Stanspury. Fayette isn’t one of them. 

Mr. Ropes. All right, I mentioned Logan, Marshall, Webster, and 
Wood. Are any of those counties in trouble as far as the bonding ca- 
pacity ¢ 

Mr. Stanspury. The Wood bond issue was just voted recently, and 
it is another county, Mr. Congressman, where the assessment ratio is 
low. The low statewide ratio is the reason I am talking about assess- 
ments. Low as the factors are, the statewide average is only 44 per- 
cent. In Wood County, it is only 39 percent of 1950 appraised value. 
Wood is one of the finest counties in West Virginia. 

Mr. Ruopgs. Are you talking about assessments again ? 

Mr. Sransspury. The assessments are what authorizes them to issue 
their school building bonds; yes. 

Mr. Ruopes. Their ability to repay ? 

Mr. Stanssury. That is right. 

Mr. Ruopes. But they cannot borrow any money above their bonded 
indebtedness # 

Mr. Sransspury. They would not want to borrow any more immedi- 
ately as this bond issue we are talking about was sold 2 weeks ago. 

Mr. Ruopes. Well, the answer to my question apparently, accord- 
ing to your question, is that they have all of the schoolrooms they 
need in that particularly county ? 

Mr. Sranssury. They will have when they spend this $3.7 million 
that they have in the bank, yes. 

Mr. Ruopes. You do not actually know, do you, how these particular 
counties stand as far as the need for schoolroom construction is con- 
cerned ¢ 

Mr. Sranssury. I don’t think even the FSA gave the individual 
county needs. As shown in our narrative, Mr. Congressman, 17 coun- 
ties—fortunately I have Wood County here—they said that in 1952-53 
that they were going to build $1,200,000 worth of school buildings. 
They said that in 1953-54 they were going to build, and they didn’t get 
around to voting that, that they needed 30 more schoolrooms. That 
would be $450,000. 

Mr. Frevincuuysen. If I could claim the floor back for another 
brief question 

Mr. Ropes. The gentleman may have the floor, Mr. Chairman. 

Chairman Barpven. The gentleman yields the floor to him. 

Mr. Frecinenuysen. I would like to get back to the question of the 
unused bonding capacity again. I am still wondering how you feel 
and why you feel hostile to the idea of the Federal Government par- 
ticipating in encouraging States and local communities to help them- 
selves. Do you have any idea whether the bonding capacity in West 
Virginia has not been used in some cases because the interest rates were 
excessive or would have been excessive if they had issued the bonds ? 

Mr. Sranssury. I wouldn’t want to make an unequivocal declara- 
tion about school building bonds. But we have, as some of you are 
authorities in that field will know, one of the highest credits among 
all of the States. All of our school building bonds are serviced 
through the so-called State sinking fund commission. Until we got 
to building turnpikes, with revenue bonds incidentally and not tax 

59521—55—pt. 215 . 
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bonds, only New York was equal to us. That is so far as the rates 
on our road bonds were concerned. 

Our school bonds are very, very little out of ratio to road bonds, 
because of our sinking-fund provisions. They are all serviced through 
the sinking fund, and you don’t collect them over at Elizabeth. You 
collect them through Charleston, and there isn’t any kind of a State 
tax bond that has been in default since the sinking-fund business was 
— a way back yonder. 

Mr. FrevtincHuysen. So far as you know, then the bonding capacity 
has not been unused because of excessive interest rates ? 

Mr. Stanssury. Absolutely not. 

Mr. FrecincHuysen. Would you have any objection to the Federal 
Government stepping in to prevent interest rates which a purchase of 
bonds such as proposed under the President’s program ? 

Mr. Stanspury. Well, at the risk of someone claiming I am a reac- 
tionary, I would say yes. I don’t want the Federal Government to 
step into any feature of State government or local government, as 
they are doing. I venture that if you go down to Wirt County to 
build schools, which is the county the superintendent made a case for 
last fall, or attempted to, you are going to find a lot of other counties 
that are going to claim to be impoverished too. Mingo County is the 
only county in West Virginia that has a lower ratio of assessments 
to true ant actual value than Kanawha, our richest, and I am one of 
those that has a good deal of respect, Mr. Congressman, for the assess- 
ment survey that Mr. Ferguson and his predecessor made. 

Mr. FRELINGHUYSEN. Tontalaay will not impose on the committee’s 
time at this point. 

Mr. Sranssury. My point is that Kanawha County except for 
Mingo is at the absolute bottom of the list in assessments in propor- 
tion to true and actual values. That is my own county. 

Mr. Fretincuvuysen. That basically is not our problem, I don’t 
think, Mr. Stansbury. I yield back the floor. 

Mr. Sranssury. I don’t think so either, but if you go out to offer 
Federal aid to school construction in West Virginia, you are going to 
get into a lot of trouble on that point. 

Mr. Fre.tincuuysen. There are a lot of different types of Federal 
aid, and I would like to get on to the question of that, but I am cer- 
tainly not at this point going to do that. 

Mr. Ruopes. I have one question I would like to ask. It is true, 
isn’t it, Mr. Stansbury, that you cannot float bonds that the people of 
Clay County would pay for to build schools in Fayette County ? 

Mr. Stanssury. Oh, no, thank goodness. 

Mr. Ruopes. So that this $55 million unused should be broken down 
by counties, should it not ? 

Mr. Stanspsury. It is in our table. 

Mr. Ruopes. That is to determine the needs though and compare 
it with the actual needs in the counties. 

Mr. Stanssury. There is another feature of it. 

Mr. Ruopes. The $55 million figure really means nothing as far as 
the need for school construction in each of these counties is concerned. 
That is my point. 

Mr. Stanspury. I think it does. 

Mr. Gwinn. Would the gentleman yield there ? 

Chairman Barpen. Just a minute. 
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Mr. Barey. I would like to make the observation that West Vir- 
ginia is quite mindful of the rights of its minorities, and for that rea- 
son I want the gentleman to go ahead and present his picture here, 
because he is evidently the minority in West Virginia. 

Mr. Gwinn. Regular order, Mr. Chairman. 

Chairman Barpven. Will the gentleman proceed. 

Mr. Sranspury. We have made here, as the committee will observe, 
a very extensive challenge based on the record of what it is costing 
to build a schoolroom in West Virginia. We have this statement of 
the superintendent that we were behind $120 million last October, 
which is based on a cost per room of $31,800. He doesn’t say where 
he got that, and I don’t care much. I got mine from the building 
superintendent and the county superintendent in Kanawha County. 
In Kanawha County, we have the highest labor and construction costs 
in the State. I am glad to say Charleston is one of the most pros- 
perous cities in the United States; they didn’t now there was a 
depression in 1932, yet they are building schoolrooms there for $14,000 
out of brick and tile, and for $12,500 from concrete and cinder block. 

In this survey of ours, which only covered 17 counties, because some- 
body stopped it—the State superintendent’s office, we believe—the 
average cost shown there was $15,000 per room, and this survey cov- 
ered 31 percent of the population in West Virginia. 

In the bond election held in Jefferson County a week ago yesterday 
they voted to provide a six-room grade school in the town of Ranson. 
It cost $80,000, or $13,300 per room; yet the State superintendent says 
it is going to cost $31,800 to build a schoolroom, average, in West Vir- 
ginia. 

Mr. Battxy. That is about the national average, for the informa- 
tion of the witness. That is as quoted by the Federal Department of 
Education. 

Mr. Sranssory. I will leave that argument with the gentleman over 
here who thinks all of these arguments ought to be on a national basis. 
I am just talking about West Virginia. 

I claim that we have the means to do the job. We have this unused 
$50 million bond capacity, and we have this Senate Joint Resolution 8 
that we are to vote upon to give us more bonding capacity and more 
freedom in current expense. The needs, I think, certainly have not 
been fully determined by the Office of Education and NEA; and the 
American Association of University Women—and I have lived in 
Morgantown for 25 years and I know the ladies, 3 of them are 
university professors and all of them teachers who made that survey— 
they said there was no overcrowding in West Virginia. That is also 
what the NEA says, relatively speaking. That is what the Office of 
Education says. 

It seems to me that of all of the States that don’t need Federal aid 
for school construction, West Virginia is certainly one of them. I 
think that is all that I have tosay. I am sorry to take so much time, 
Mr. Chairman. 

Chairman Barpen. Mr. Kelley, do you have any questions? 

Mr. Bailey. 

Mr. Batter. There are a few points that I cannot very well pass up. 

It is true, is it not, Mr. Stansbury, that you or someone representing 


the chamber appeared here in 1950 in opposition to general Federal 
aid ¢ 
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Mr. Sranspury. In 1949. 

Mr. Battery. And on one or two occasions since then, the chamber 
has been represented ; I believe you have been here at least on one occa- 
sion since that time? 

Mr. Stanssury. I have been missing you lately. I don’t think so; 
1949 was the last time. 

Mr. Battery. So that your opposition to any kind of Federal par- 
ticipation in education is well known and well established ? 

Mr. Sranspury. That is right. 

Mr, Battery. And I particularly do not see any need for prolonging 
the situation here before the committee because the record of the 
chamber of commerce throughout the United States, and now West 
Virginia, has gone on record definitely, and so we have the record 
pretty well established here as to who is who, and what is what. 

Now, I want to say too that I feel sure that Mr, Stansbury is 
sincere and he has been quite active in engaging in matters relating to 
taxation in the State of West Virginia, and particularly with school 
taxation, but their record is known in West Virginia just the same as 
it is known over the Nation as being opposed to any type of Federal 
participation in education. 

Mr. Sranspury. I haven’t any objection to that assertion. 

Mr. Battery. We are glad to have you reiterate your position here, 
but it still does not solve this national problem of a shortage of class- 
rooms, and there are certain parts of West Virginia that still are not 
properly taken care of and cannot be properly taken care of without 
some Federal grants-in-aid to initiate, just as the gentleman from 
New Jersey said, as a sort of an incentive on the part of some of our 
counties to use some of their unused bonding capacity. 

Mr. Stranssury. If you want to name one, we will study it the way 
we have the statewide situation and come back, but I don’t think any- 
one wants us to do so. 

Mr. Barter. We are voting in my home county, in Harrison. 

Mr. Sranspoury. Finally, yes, you are going to vote on a school 
levy. 

a. Battry. There they have bonding capacity of about $7 
million, and they only need about $4 million, but that is not one of 
the counties that is a problem in West Virginia, Mr. Stansbury. I 
am thinking of counties like Pendleton where the State puts up $92.50 
of every cent of school money. 

Mr. Stanssury. Which one is that? 

Mr. Barer. Pendleton. At least they did when I was State direc- 
tor of the budget and had to give them supplemental aid, and that 
has been a few years ago. ie 

Mr. Sranspury. They have nearly $9 million of property assessed 
over there, and that is 20 percent of what it is really worth. They 
are still letting the State put up that share of their money. q 

Mr. Bamey. Maybe if your group got active in the job of getting 
assessments up, rather than fighting school proposals, you might 
probably render a greater service to the State of West Virginia. 

Mr. Sranspury. You mean trying to get assessments up? 

Mr. Batter. Yes. 

Mr. Sranspury. Who has done more, if you want to prolong that 
argument ? 
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Mr. Gwinn. Will the gentleman yield on Pendleton? I notice 
Pendleton has no bond issue at all. 

Mr. Battey. They haven’t enough property evaluation to vote 
enough bonds to build anything. 

Mr. Sranspury. They have $9 million, at 3 percent; that would be 
$270,000. i 

Now, the whole population of Pendleton County here is only putting 
up $53,629 for the support of their schools. 

Mr. Barney. Did you ever visit Franklin, the county seat, and look 
at that school building ? 

Mr. Stanssury. I have been everywhere in West Virginia. 

Mr. Baty. It is a disgrace to people who call themselves half 
civilized to let children go in that grade school. 

Mr. Sranspury. I ought to move to strike that from the record. 

Mr. Battery. They could not build with $700,00C to get what they 
need there, and they can raise $200,000 of it. I think probably if you 
had some inducements from the Federal Government, that they might 
solve that situation, if they had some matching money. 

Mr. Ruopes. Will the gentleman yield? There is something I do 
not think is in the record yet, and that is the percent of the assessment 
valuation which is used to determine the permissible bonding capacity. 

Mr. Stanspury. That is 3 percent. 

Mr. Ruopes. And property is assessed at 25 percent ? 

Mr, Sranssury. That is about what it amounts to, of true and actual 
value, and they can issue school bonds equal to 3 percent of that. 

Mr. Ruopes. I might say, Mr. Chairman, that is the most persuasive 
argemnenh that gentleman has made yet. 

r. Sranspury. Well, I have tried to make that several times. 

Mr. Gwinn. He has tried to argue it several times. 

Mr. Meroatr, Is it your contention that all of the property in these 
various 55 counties is assessed at 55 percent, or is that the average 
assessed valuation ? 

Mr. Sranspury. It is 44 percent. The statewide average of assess- 
ments in relation to 50 percent of true and actual value is only 44 per- 
cent. Actually the statewide average of real value is about 22 percent. 

Mr. Mercatr. But some of these counties are assessed at higher than 
the statewide average ? 

Mr. Sranssury. Oh, of course, we have some freedom of action left 
in West Virginia. We would not have it long if we get all of these 
Federal-aid things. 

Mr. Mercatr. I call your attention to a county like Jefferson 
County, where they are practically at their bonding capacity. 

Mr. Stanssury. They voted last week. 

Mr. Mercatr. I am not asking why they voted all of it. I am just 
calling your attention to this county and asking you that perhaps a 
county like that, as Jefferson, or a county like Webster, which has 
exceeded its bonding capacity according to your chart, might be in 
need, in spite of the fact that there is $55 million of unused bonding 
capacity in the State of West Virginia ? 

r. Sranspury. That is pees ,but I don’t think so. I don’t think 
so. You speak of Webster County. That is one of the richest coun- 
ties in West Virginia from the standpoint of coal and so on, and they 
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one putting up only $105,000 of the $713,000 of school support they 
ave. 

Mr. Battery. Will you yield back to me? 

Mr. Mercatr. I am glad to yield. 

Mr. Sranssury. And that bond issue is a countrywide thing, and it 
is a very rural and small county. 

Mr. Raney. I would like to ask you how you can increase assess- 
ments on bankrupt coal corporations. Over half of the coal industry 
of West Virginia is closed down and abandoned. 

Mr. Sranspury. I beg your pardon. 

Mr. Bartrey. How are you going to increase assessments on that, on 
bankrupt coal operations? You are speaking of Wester County, that 
is all they have there? 

Mr. Sranssury. There is a lot of fine timber. Didn’t you know that 
= ardee and Curtin have built one of the most modern sawmills in the 

United States to cut their second growth timber in Webster County, 
and that it isa big one, double-band mill ? 

Mr. Battery. I knew that, yes, sir. 

Mr. Sranssory. All right. 

Mr. Battery. It does not happen to be in my district but I was aware 
of the situation. 

Mr. Sranssury. Do you know how many tons of coal they have in 
reserve in Webster County ¢ 

Mr. Batrey. Yes, but it does not have any value so far as building 
school buildings is concerned. 

Mr. Sranssury. There are 2,747,000,000 tons of coal in reserve in 
Webster County, and you say they don't have any assessed values? 

Mr. Extiorr. Will the gentleman yield? What do you do with 
reserve coal in West Virginia? 

Mr. Sranspury. We tax it, not very high, $15 or $25 an acre, perhaps. 

Mr. Exxrorr. You cannot sell it v ery much any more, can you ? 

Mr. Sranssury. Well, Pittsburgh Consolidation has been buying 
up alot of it. The Y oungstow n Sheet & Tube Co. bought a tremendous 
acreage in McDowell County the other day. 

Mr. Keizer. Are not the coal beds in Webster County about the 
richest coal beds in West Virginia ? 

Mr. Sranssury. Well, there is this extenuation about Webster 
County that they aren’t as accessible to markets as some of the other 
counties. It is one of the most remote counties, but they have both the 
Western Maryland and B. & O. Railroad in there, still they are pretty 
far removed from markets. I think it is good coal. I am not an au- 
thority on that. 

Mr. Kewtey. It is the best metallurgical coal in the country. 

Mr. Sranspury. They have been having a lot of mine wars up'there 
about trying to mine it, as though someone thought it was valuable. 

Mr. Barter. If you will permit me, Mr. Kelley, to make this observa- 
tion, that is why the Pittsburgh Consolidated Coal Co. is purchasing 
that, because it is metallurgical coal and goes into the steel industry. 

Mr. Sranssury. They didn’t buy anything in Webster County. 
‘They bought all of that back coal in Monongalia and clear over to the 
Ohio River. They own probably 100,000 acres of that rich Pittsburgh 
coal. There has been a lot of coal land sold, but I don’t think West 
Virginia is having trouble all over. In some of our thin veins, yes, but 
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we had last year 116 million tons of production, a little over 30 percent 
of the United States production. It is running a good deal higher so 
far, this year, about 20 percent up, and there would be some justifica- 
tion for the assessors in fixing higher values on that. 

Mr. Perkins. Would the gentleman yield to me? I visited a county 
in West Virginia last week, Mingo County, and Williamson, at a hear- 
ing, and more than 50 percent of the coal miners in Mingo County, 
W. Va., are now unemployed. 

I do know that there is a great need in Mingo County for school 
buildings. They have already exceeded their constructional limit in- 
sofar as the issuance of bonds to build schools. With more than 50 
percent of the coal miners in Mingo County, W. Va., unemployed, 
und with most of these miners having to live on surplus commodities 
from the Federal Government, how are they going to be in a position 
to build the needed school buildings when they have already exceeded 
their bonded indebtedness. 

Mr. Sranssury. They built the needed school buildings with that 
legal bonded indebtedness. 

Mr. Perxrins. May I say to the gentleman—— 

Mr. Sranssury. I don’t accept your statement that they need 
schools. 

Mr. Perkins. May I say to the gentleman that the need is still a 
vreat deal more than the buildings they already have today in Mingo 
County, W. Va., in order to provide suitable and adequate classrooms. 

Mr. Stanspsury. I can’t testify on that because I don’t know. 

Mr. Perkins. Would you care to check that ¢ 

Mr. Stanssury. I will be glad to and put it in the record. 

Mr. Perkins. And give some data to this committee along that 
line? 

Mr. Sranssury. I will be glad to. 

Mr. Ruopes. Will you yield? 

While you are checking, would you also check these other counties 
that I mentioned, Fayette, Jefferson, Logan, Marshall, Webster, and 
Wood ? 

Mr. Sransspury. Just one moment, where are you checking those, on 
this alphabetical list ? 

Mr. Ruopes. Yes. 

Mr. Stanssury. You want the school needs on those counties? 

Mr. Ruopes. Yes, in Fayette, Jefferson, Logan, Marshall, Mingo, 
Webster, and Wood. 

Mr. Barter. Those are the counties that have already exceeded their 
bonding capacity. 

Mr. Ruopes. Either exceeded it or have close to it. 

(The information referred to was subsequently furnished, and is as 
follows :) 

AprIL 25, 1955. 
Chairman GRAHAM A. BARDEN, 


Committee on Education and Labor, 5 
United States House of Representatives, Washington 25, D. OC. 


Dear CONGRESSMAN BARDEN: Toward the end of the hearing conducted on 
Wednesday, April 20, when the undersigned was a witness before your com- 
mittee, Congressman Rhodes, of Arizona, also Congressman Frelinghuysen, of New 
Jersey, discussed the possibility that 7 West Virginia counties had exhausted 
their school building capacity by the issue of bonds under the terms of the 1950 
constitutional amendment which permits servicing bonds equal to 3 percent of 
assessments outside the limitations of the 1982 constitutional amendment. 
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At the close of this phase of the discussion, it was suggested that I secure 
and provide for the record all pertinent data on this situation in Fayette, Jeffer- 
son, Logan, Marshall, Mingo. Webster, and Wood Counties, and the data is here- 
with in tabular form, with some appropriate explanatory notes. 

I call your particular attention to the notation following note 2 because, in 
the second column of exhibit A of the statement which I presented to the com- 
mittee on April 20, we showed that Mingo County issued $2,361,000 of bonds 
under the 1950 amendment, whereas the official records show that only $1,661,000 
of these bonds were issued under the 1950 amendment, and that $700,000 (mak- 
ing up the total of $2,361,000 outstanding) were issued without reference to the 
limitation on levies, i. e., this $700,000 issue is being serviced from current ex- 
pense levies. Even so, the apparent current shortage of $1,960,801-in capacity for 
school construction in Mingo County is quite disturbing until it is observed that 
the 31.74 percent assessment of property in Mingo County compares to the very, 
very low average of 44.53 percent for the entire State, and that if the assessments 
in Mingo were brought up to the average, this shortage could be very substantially 
reduced. May I also say that on the basis of my personal knowledge the “esti- 
mate of needs” for Mingo County is one of the most grossly exaggerated which 
appears in the entire list of 55 West Virginia counties. 

For their convenience I am sending copies of this letter and table to Con- 
gressmen Rhodes and Frelinghuysen, also to Chief Clerk Hussey of the 
committee. 

We shall be glad to attempt to supply any further information desired and 
with renewed assurances of my appreciation of your courtesies last Wednesday, 
Iam 

Very sincerely yours, 


H. A. STANspury, Managing Director. 


Table showing current adequacy or inadequacy of means for financing school 
facilities in certain West Virginia county school districts 


[Compiled by the West Virginia Chamber of Commz2rce, Apr. 23, 1955] 
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1 Made by FSA through State Superintendent Trent by means of questionnaires to teachers. Covers 
buildings, land, buses, equipment, etc. 

2 This column shows the relationship between 1954 assessments made in the counties and the appraised 
values as of 1950 determined by the State tax commissioner, the statewide average of which appraisals is 
44.53 percent of 1950 values. 

3 Includes $700,000 of bonds serviced inside the constitutional limitations on levies. 


Sources: Official reports of the State superintendent of free schools, the State board of school finance, the 
State sinking fund commission, and the State tax commissioner. 


Mr. Sranspury. I think it is very pertinent to the Mingo school 
situation, Mr. Congressman, that assessments in Mingo County, ac- 
cording to the Tax Commissioner, are only 31.7 percent of his ap- 

raisal, 
. Now, his appraisal, bear in mind, is only 50 percent of true and actual 
value. In other words, in Mingo County they are less than 16 percent. 

Now, may I finish my statement, Mr. Chairman? I think it is an 
answer to Congressman Perkins. The property in Mingo County is 
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owned by some tremendous corporations. United States Steel Corp. 
owns 50,000 acres there; the Red Jacket Co., which is an affiliate of the 
W. M. Ritter Lumber Co., and they own a tremendous acreage. Island 
Creek, the biggest coal people in the United States, have property 
there, or one of the biggest. I should say the richest. They also own 
tremendous acreage there. 

Now, I just want to ask if members of this committee think it is 
reasonable that Mingo County by a vote of the people could not take 
care of their school situation? Corporations don’t vote there any 
more than they do in your county, Congressman Bailey. They can 
vote the school bonds, and they can vote to increase the assessments, 
and they elect the assessors. 

Mr. Perkins. Will you yield to me at this point ? 

Mr. Stanssury. I am answering your other question. 

Mr. Perkins. These absentee people who own this vast mineral that 
you refer to, you can only assess that mineral as to what it will bring 
at a fair cash sale. That is a voluntary sale. And not much of that 
mineral today is being mined, so the value at this time is low, because 
it is not leased. 

It might be mined 100 years or 50 years or 25 years from now, but 
the people in Mingo County are overburdened with taxation today, 
and at the same time they have a shortage of schools. 

Mr. Sranssury. How could they be when the absentees own all of 
the property? They produced 7 million tons of coal in that county 
last year. 

Mr. Perxrns. That further implements the argument for Federal 
aid for school construction because the local people then don’t own 
the property, according to your own admission, and the property that 
they own are little homes, practically worthless, and there is no prop- 
erty to derive income from. 

Mr. Ruopes. Is the gentleman suggesting that the Federal Govern- 
ment should subsidize these absentee owners ? 

Mr. Perkins. I certainly do not. 

Mr. Ruopes. I didn’t think the gentleman would do that. 

Mr. Perkins. I do not want to do that to anybody. 

Mr. Ruopes. In the situation you describe, if the Federal Govern- 
ment comes in and subsidizes school construction, what we are really 
doing is taking the burden away from the people of the county, who 
could put the tax basis on a sane basis and tax those absentee owners. 

Mr. Perxtns. Here is what I am suggesting: That the Federal 
Government equalize educational opportunities in instances of this 
kind, and the Federal Government is the only one in a position to do 
so, in my judgment. That is because the Federal Government today, 
as we all know, as the chairman has so ably pointed out, has taken over 
the sources of revenue that the States have depended on so much in 
the past. I certainly am in favor of absentee ownership and not 
objecting to that. I only raise the question of equalizing educational 
opportunities to some reasonable degree. 

Mr. Sranspury. I would like to make a very brief comment. I 
lived in Morgantown, as I said, for 25 years, where some of you in the 
depression years heard a good deal of Seotts Run. Scotts Run has the 
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richest deposits of coal in the world, according to Dr. I. C. White, the 
gehen. Local capital, and I know all of them, a lot of my friends, 

eveloped those easy-to-reach coal properties and coal seams, with 
four of them above water level. ere were 4 veins operated on 1 
tipple, for example. 

Well, what happened? They went broke in a period of stagnation, 
and Pittsburgh Consolidation has come in there and spend $50 million, 
as a minimum, for capital structures, facilities and tipples, and every- 
thing else needed. ey are the biggest coal producers in the United 
States, and they are restoring the area. 

Do you know what it costs them to employ a coal miner every day ? 
It is $32. Now that sounds big, as he only works 614 hours at the face. 
Incidentally, that is one reason coal is down. 

But the point is that he gets $25 average pay because it is all ma- 
chine-mined. He produces 18 tons a day, and he makes a $7.20. con- 
tribution to the union’s reyalty fund.. When you add all of these 
things, up, he gets $32 a day. 

In Monongalia County in 1932, Mrs. Roosevelt had to go out there 
and build Arthurdale to take care of those people. 

Mr. Bauey. I think we are getting away from the questions be- 
fore the committee. 

Mr. Sranssury. I am answering the assertion about absentee own- 
ers. I think the absentee owners are a Godsend, and I have written 
an article about it. 

Mr. Perxtns. No one is complaining about that. I certainly am in 
favor of absentee ownership. 

Mr. Battery. But they ought to pay their share of taxes? 

Mr. Sranszury. That is true in Mingo County, including our good 
members. They are for all of these things that we are talking about, 
increasing assessments and so forth. They are tired of paying all 
school costs through the State treasury, where they don’t have any 
help. 

hairman Barpen. Are there any further questions? 

Mr. Extiorr. As I understand the gentleman, he is against my sys- 
tem of Federal aid for education, or for anything else, I guess, but 
education we are talking about now ? 

Mr. Sranssury. I don’t know anything that I would favor it. for. 
That is at the moment. 

Mr, Ex.aorr. That is all. 

Mr. Sranssury. May I say a personal word? I have eight chil- 
dren and they all attended the public schools. I know what I am 
talking about. The schools in West Virginia are all right, and this 
business of trying to get a Federal subsidy for them I think is ridicu- 
lous. That is off the record, too, if I may. 

Mr. Gwrxn. Mr. Chairman, I will ask only 1 or 2 questions. 

Chairman Barpen. Let me interrupt you just one second. There 
is a message that has reached me that Mr. Burrowes is trying to catch 
a train. 

Mr. Burrowes. My statement will be less than 5 minutes, Mr. 
Chairman. 

Chairman Barpen. May I ask the committee members to indulge me 
to the extent of taking care of Mr. Burrowes before we go. There 
will probably be a quorum call pretty soon. 
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Mr. Gwinn. I call your attention to Harrison County. It has a 
capacity of $4,700,000 for bonding purposes and I understand it has 
no bonds at all. How is it taking care of its schools? 

Mr. Sranssury. They have been doing a lot out of their current 
income. That is one of the finest counties in West Virginia. They 
have one of the most diversified economies. 

Mr. Battery. That is my home county. 

Mr. Sranssury. That may be a good reason for it. It is one of 
our finest counties, with the best balanced economy and wonderful 
agriculture, manufacturing and everything. They are conservative 
Doone and they think their schools are good enough. You know 

ohn W. Davis went to the public schools of Harrison County when 
they weren’t as good as they are today. 

Mr. Battery. They are voting on bonds now. 

Mr. Sranssury. They are not voting on bonds. They are voting on 
May 6 on an excess levy for teachers’ support. It is a good county, 
and they ought to have had it.long ago. I think Mr. Trent and Mr. 
Bailey had an exchange here last fall saying that the reason they 
couldn’t vote a school levy in that county was that the corporations 
were against it. 

But I could offer a lot of good arguments why the corporations 
don’t control the elections in that county. 

Mr. Gwinn. Assuming that in the case of the counties that some 
of the members asked you for specific information about, 4 or 5 of 
them, there are some questions of whether or not they are short of 
schools. Even so, it is obvious on your statement here that the State 
generally has such wealth as to make it possible for the State to take 
care of those few counties that you have mentioned. Is that so? 

Mr. Stanssury. We oppose that in principle, but the State could. 

Mr. Gwrtnn. There is no reason why the Federal Government 
should ? 

Mr. Sranssury. I don’t think it is true, Mr. Congressman, I 
think that the people of every one of these counties have the capacity 
in wealth that they have there, and I don’t care whether part of it is . 
the meager homes he is talking about. I don’t think that they are 
so meager, and I go into a lot of them, and the very idea of a house- 
hold payin $11.67 tax in West Virginia. That is the average. It 
is $11.67, all the average household pays for all oe pee hat is 
schools, counties, and municipalities. It is ridiculous. 

Mr. Bamey. If the gentleman will yield ? 

Mr. Gwinn. Might I proceed ¢ 

Mr. Bamey. I would like to make the observation it is a good dem- 
ocratic administration over in West Virginia. 

Chairman Barpen. Now, we are back on the record. 

Mr. Gwrnn. Mr. Chairman, I have not made many observations, 
and I do not think this one is necessary but I would like nevertheless 
to put it on the record. 

The chairman has spoken about the discouraging features of the 
Federal Government continuing to propose to cure these situations be- 
cause of overburdened taxation by putting more Federal taxation on 
the very communities that we are talking about. I hope we have 
enough sense of humor left to see the ridiculousness in the Federal 
Government ee 786 to force upon a community Federal aid, and 
to depreciate and interrupt and ridicule somewhat the one single tax- 
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payer, the one representative of the State that we have had before 
us trying to show that there is no sense in this whole proposition of 
enforcing Federal aid on his State. 

Mr. Bartey. Will the gentleman yield? 

Mr. Gwinn. I have no further questions. I yield back my time. 

Chairman Barpen. I believe, in the order, I will let Mr. Smith 
proceed. 

Mr. Mercatr. Will Mr. Smith yield to me for the insertion of a 
table in the record ? 

Mr. Chairman, I wish to have inserted at this point in the record, 
after the witness? testimony that $11.67 is the household tax, a state- 
ment of the chamber of commerce which lists the per capita State 
and local tax burden of the various States of the Union. TI will 
supply this for the record. 

(The information referred to is as follows :) 


Per capita State and local tax burden, fiscal 1953 * 
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aus Source: Tax Study Committee, Chamber of Commeree of Honolulu, Your Tax Dollar, No. 24, Nov. 25, 
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* Local taxes based on State-local ratio as estimated in State Government, Apr. 1, 1953. 


Mr. Saurru. Mr. Stansbury, I believe in summing up your testimony 
we could say that you think the finest thing the Congress could per- 
form would be to pass a resolution and say that we are not going to 
mess around in Federal aid for schools for the next 10 years, and if—— 

Mr. Stanssury. Make it 100 years. 

Mr. Smrru. They would do that, most of our school problems would 
evaporate into thin air? 

Mr. Sranssury. They would in West Virigina. 

Mr. Ruoves. Mr. Chairman, I would just like to thank the witness 
for coming, and I think his testimony has been in the main very 
sound and certainly helpful to the committee. I think particularly 
it points out one big problem which we have as Members of Con- 
gress, and that is that we do not have the States giving equal treat- 
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ment to the bonded debt limit which they impose upon their school 
districts. 

Certainly I feel that a 3 percent of assessed valuation limit is too 
low, and when a State imposes that kind of a debt limit on a school 
district it probably is not doing all that it should to take care of its 
own situation. 

Mr. Bauey. That would require a constitutional amendment. 

Mr. Ruopes. I recognize that but it is within the purview and 
powers of the State to make such an amendinent, and certainly I feel 
that.it should be made. 

Mr. Stanspury. There is extensive reference in our statement to that 
situation, Mr. Congressman. We propose a vote in 1956 to put it to 5 
percent. 

Mr. Ruopes. I would even consider your 5 percent too low. 

Mr. Sranssury. That may be. 

Chairman Barpen. I wish to thank the gentleman for appearing 
before the committee, and since I cannot think of any question that 
you have not been asked, I believe I will just again thank you for 
your appearance. 

Mr. Sransspury. You have been very courteous, inc luding the Con- 
gressman from West Virginia. He has been awfully easy on me. 

Chairman Barpen. The next witness is Mr. Burrowes 

To theother.witnesses who. may have been scheduled today, and were 
scheduled today, it is awfully difficult for either the staff or the chair- 
man to anticipate how long one witness will take. We can only esti- 
mate it, and if the witness requires more time, then I hope you will 
bear with the chairman and excuse us for not guessing right. 


STATEMENT OF ARTHUR V. BURROWES, PRESIDENT OF THE 
MISSOURI PUBLIC EXPENDITURE SURVEY, ST. JOSEPH, MO. 


Mr. Burrowgs..Mr. Chairman, I am Arthur V. Burrowes, of St. 
Joseph, Mo., newspaper editor of the New Press and Gazette. I am 
a ere, however, as president of the Missouri Public Expenditure 

urve 

Mr. ge Does the gentleman have a copy of his stctement ? 

Mr. Burrowes. Copies, as I understand, have been submitted, have 
they not. 

Chairman Barpen. You may proceed. 

Mr. Burrowes. First of all, it seems illogical that the Federal Gov- 
ernment, deeply in debt and deficit ridden, should even consider in- 
creasing its debt and using the borrowed money to subsidize States 
and school districts that are in far better financial condition than the 
Federal Government. 

Consider the situation in Missouri in contrast to the Federal Gov- 
ernment’s serious financial plight: Aside from an inconsequential 
technical internal debt, Missouri has only $10.5 million of highway 
debt which will be paid off in June 1947, with highway users tax dedi- 
cated to that purpose. On the other hand, the State has a $30 million 
general revenue balance and several million dollars in its postwar 
reserve fund. 

Missouri is one of those states which can and is taking care of its 
school building needs without the need for additional Federal aid for 
school buildings. This is amply illustrated by a questionnaire study 
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conducted by the State department of education early in the 1955 
school year. The results of this study are published in the January 
issue of the Department’s publication, Missouri Schools. 

The data, while peewee wom cover questionnaires returned by 524 of 
less than 700 district superintendents and 81 of 114 superintendents. 

The study shows that, for the districts reporting, more than $135 
million has been spent for school buildings in Missouri since 1947. 
(This total includes nearly $42 million in contracts let in 1954 for 
buildings to be completed in the 1955 school year.) 

Of this $135 million total, only $6 million represents State aid and 
less than $11 million represents Federal moneys. 4 

With this $135 million we have built 4,669 classrooms and 2,844 
auxiliary units, a total of 7,513 units. 

Admittedly not all of our building needs have been met. This same 
study reported that at that time there was an immediate need for about 
3,500 additional classrooms and auxiliary units and that increased 
enrollments would require another 4,000 classrooms by 1960. Thus 
our accumulated needs between early 1955 and 1960 will be about 7,500 
ares and auxiliary units, about the same as have been built since 
1947. 

Contracts let in 1954 for buildings to be completed in 1955 total 
$41,747,534 and will build 1,519 classrooms and auxiliary units. Thus 
if we continue to build at our present rate both in terms of money and 
classrooms we will have fulfilled all our needs in the next 5 years or 
by 1960. 

"Of course the question immediately arises can we continue our pres- 
ent rate of spending for the next 5 years. While we do have a few 
instances of school districts whose tax and debt limitations, which 
could be raised, severely restrict their capacity to build, generally 
speaking, school districts in Missouri have ample resources to meet 
their building needs. As of June 30, 1954, the total indebtedness, 
excluding bonds authorized but not issued, of all school districts in 
Missouri was reported by the state department at about $136 million. 

With nearly $6 billion in assessed valuation total bonded indebted- 
ness for schools could go as high as $600 million. Thus school districts 
in Missouri now have more than $460 million in debt capacity com- 
pared with needs of a little more than $200 million. 

In addition our State tax commission has launched a program of 
assessment equalization which will greatly increase the debt capacity 
of those school districts where assessment ratios are lowest. 

Aside from the matter of school building, we now have pending in 
the general assembly, that is a Legislature of Missouri, a proposal 
which would increase State aid for public schools by nearly 50 per- 
cent. Accompanying this hones is another increasing our State 
sales tax to finance the expanded State-aid program and other expand- 
ing services. 

oth of these proposals are to be referred to the people. The hope 
for a few million dollars in Federal aid might have a detrimental 
effect on the willingness of the people to vote taxes on themselves for 
the many millions necessary to put our fiscal program for public 
schools on a par with that of comparable States. 

In conclusion I would like ‘to emphasize that Missouri has the re- 
sources to do whatever needs to be done for schools if its local districts 
and State government decide to do so. Local and State school] ex- 
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penditures have increased year after year and are expected to con- 
tinue todo so. There is no need in Missouri that requires the Federal 
Government to borrow money to help this State out. 

I thank you, gentlemen. 

Chairman Barpen. Mr. Burrowes, I believe you are connected with 
a newspaper ? 

Mr. Burrowes. I am editor of the two newspapers in St. Joseph, 
Mo. ; yes, sir. 

Chairman Barven. That prompts me to mention a matter that I am 
amazed at gentlemen who have made such careful study of the educa- 
tional situation and who are disturbed over the Federal Government’s 
expenditures in that field have completely lost sight of the fact that 
a few years ago, some three or four years ago, I instituted and inves- 
tigated and did some research work to find out just what the Federal 
Government was spending in the field of education. 

The study resulted in rather astounding figures and facts. We 
found that virtually every department of the United States Govern- 
ment is engaged in the field of education in one form or another. 
Expenditures are being made or were at that time being made to the 
extent of between $3 billion and $4 billion annually. 

This committee passed unanimously a resolution to require each 
and every department of this Government to file at a central office, 
and the office was designated as the Office of Education, facts showing 
the amount of money spent, the purpose for which it was spent, and 
the objective sought and the success experienced. 

That was not for the purpose of the Commissioner of Education 
having anything to do with any department of this Government, but 
simply to act as a depository for this information, so that if done 
any committee of this Congress could go to it any day and get the 
information that we so much need. 

It took research men approximately 2 years, and then they did not 
get a complete cp on it. And with the next appropriation in the 
succeeding year the situation was just as confused as it was the year 
before I instituted the investigation. That resolution has rested ever 
since in another body of this Congress. 

For the life of me I cannot understand why gentlemen who are 
excited over this situation overlook what I regard as one of the most 
important things in the field of education this Government can do, 
a that is find out what it is doing and why it is doing it, and what 
it is costing, and what results are being realized. 

I mentioned that because I am tremendously interested in the field 
of education. I am somewhat confused when I see so much interest 
and excitement generated over a piece of legislation of this type, 
when just around the corner is being expended funds in manners 
that neither you nor I know how they are being handled. You do not 
know what is being done by the Federal Government in the field of 
education. They are running schools all over the world. 

So when we get to looking at that, it makes you wonder just how 
much larger the foreign expenditures may be, and just how deeply 
we are probing into the field of education, and just how much con- 
trol, and over how many, the Federal Government is exercising, over 
students from the elementary schools on up through the high schools. 

I mentioned that because you are an editor of two newspapers, 
and you ought to know about it. But I find this, that it is most 
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difficult to get. information of that kind to the people because nobody 
is murdered, and no one has stolen anything. 

Mr. Burrowes. I see your point. 

Chairman Barpen. And it does not call anybody a so-and-so. 

Mr, Burrowzs. We would rather print a story about a man getting 
a divorcee than a man living happily with his wife. 

Chairman Barpen. Let us turn around one time and see if man 
cannot bite a dog and get that information to the people. 

Mr. Burrowes, I do not say that as a criticism or anything else. 
I really think it is a very, very important matter. 

Mr. Burrowes. It is an important thing. 

Chairman Barpen. We have appropriated $5 million and we have 
put it in the big book and thrown it up in the air and nobody knows 
what it is about. Very few are disturbed over it. I hope it is made 
available. 

Thank you so much. 

Are there any questions ? 

Mr. Exziorr. What is the Missouri Public Expenditure Survey, 
Mr. Burrowes? 

Mr. Burrowes. It is a nonprofit organization of firms and busi- 
nessmen and other individuals from all over the State. We have our 
headquarters in Jefferson City, and I have the State director and his 
associate here with me. It is to study government costs locally, at 
Jefferson City, and Federal. 

Mr. Exxorr. Do you carry on a continuing study ¢ 

Mr. Burrowes. Yes, sir. 

Mr. Exziorr. And how long have you been engaged in that project ? 

Mr. Burrowes. The survey is about 15 years old. I have been 
associated with it only about 10 years. I have been president, this 
is my first year as president. 

Mr. Exxrorr. Do you actually make some of the surveys yourself 
on which this material is gathered ? 

Mr. Burrowes. I do not. Our staff does. The officers are non- 
salaried peonle who lend their names, if the name means anything, 
or your position, if your position means anything, but we have a 
research staff and we have a director on full time and an associate 
director, and they do all of the surveys for us. 

ae. Exuiorr. How much money do you spend for research each 
year? 

Mr. Burrowes. I would have fo ask them. Could I let Mr. Edward 
Stanle, our State director answer that for you ? 

Mr. Exxiorr. Yes. 


STATEMENT OF EDWARD STAPLE, DIRECTOR OF THE MISSOURI 
PUBLIC EXPENDITURE SURVEY, JEFFERSON CITY, MO. 


Mr. Srapte. We have a budget of about $90,000 annually, and we 
have a staff of 5 professionals, including a publicity man and 2 re- 
search men, an associate director, and myself. 

Mr. Exxiorr. Do you spend that $90,000 for research ? 

Mr. Srarie. Well, some of it has to go for printing and some of it 
for travel and that sort of thing. I would say that possibly half of 
it goes for the preparation, publication and dissemination of research. 
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Mr. Exxiorr. How much money have you spent on this question of 
Federal aid for school construction ? 

Mr. Srapte. Well, I do not think that we have that segregated in 
our records, but for quite a number of years we have studied various 
phases of this problem. It would be a little hard for me tosay. The 
research men are working on this along with other projects. 

Mr. Exxiorr. Now, where does your $90,000 come from ? 

Mr. Srapie. It comes from voluntary subscriptions from individ- 
uals, from businesses, and professional people throughout the State of 
Missouri. 

Mr. Exxiorr. That is all. 

Chairman Barpen. Mr. Metcalf. 

Mr. Mercar. I have no questions. 

Chairman Barpen. Are there any other questions? 

Do you have any further statement ? 

Mr. Srapte. No, sir. 

Chairman Barpven. Thank you very much. Let me add to the 
statement that I made a moment ago: 

The amount of between $3 and $4 billion referred to is approxi- 
mately the amount spent by the 48 States for all of the schools in the 
48 States. That might tend to make a few people lift their eyebrows. 

We will recess until tomorrow morning. 

(Whereupon, the committee adjourned at 12:30 p. m., to reconvene 
at 10 a. m., Thursday, April 21, 1955.) 
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THURSDAY, APRIL 21, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON EpucaTIon AND Lapor, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 429, 
House Office Building, Hon. Graham A. Barden presiding. 

Present; Representatives Barden (presiding), Kelley, Perkins, 
Wier, Elliott, Landrum, Metcalf, Zelenko, McDowell, Thompson, Mc- 
Connell, Gwinn, Smith, Frelinghuysen, and Fjare. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, minor- 
ity clerk; Edward A. McCabe, general counsel; Russell C. Derrickson, 
chief investigator. 

Chairman Barpen. The committee will come to order. 

Gentlemen, I notice that we have a number of witnesses this morn- 

ing, and I believe it has been the wish of the committee, and certainly 
the policy of the Chair, to let everybody talk as much as they desired. 
I am not so sure that will not work a rather severe injustice upon 
some who must meet other engagements and some who are leaving by 
plane. 
May I just make this suggestion and not in the nature of an order 
but just a suggestion: If the committee members will let the witness 
make a statement and then we ask such questions as we may desire, 
I believe we could hold it to some possibly 25 or 30 minutes. Other- 
wise, I just do not see how we can hold any kind of schedule. At the 
same time I want the witnesses to know that we appreciate the efforts 
they have put forth in the preparation of their statements. You are 
helping us, and we so regard it. We do not wish to cut you off in any 
way. 

Hoshoven if you will bear in mind the position in which we find 
ourselves, and the position in which the other witnesses find them- 
selves, perhaps we can move along a little faster and just as advan- 
tageously as we would if we took more time. 

Mr. Gwinn. May I make a suggestion along that line, Mr. Chair- 
man? I believe there are nine witnesses here this morning. We were 
able to get finished with one witness plus yesterday. These witnesses, 
trom the nature of their statements, are not too long; their statements 
are not too long. They cover somewhat the common grounds appli- 
cable to the various States. 

Would it not be a good idea to hear the witnesses and let all of the 
witnesses remain then for questioning when they finish with their 
statements, so that some witnesses might not be questioned at all and 
other witnesses will be questioned on substantially the same grounds 
as has been covered ? 


515 
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Mr. Perkins. If the gentleman will yield, I would further suggest 
that the witness put his prepared statement in the record and just 
summarize the statement here today. I think that will expedite the 
hearings, if each witness would do that. 

Chairman Barpen. Well, if I may just express an opinion on that, 
1 would like to stick to the theory that these witnesses are here for 
our help. I need some information, and a lot of it. I would not 
like to hear 6 witnesses, for instance, and then impose the almost 
impossible hardship on the members of the committee to turn back 
and remember what he wanted to ask the first of the 6 witnesses. I 
do not believe my mind would be quite retentive enough to operate 
on that scale. We would save time because the member: hip would 
forget what has been said, but that might not be helpful either. 

I believe the witnesses will bear in mind the situation confronting 
their fellow witnesses, and then if the membership of the committee 
will cooperate a little bit, I believe we can move along. 


The witness will identify himself with the reporter and proceed, 
please, sir. 


STATFMENT OF STEVE STAHL, OKLAHOMA CITY, OKLA., REPRE- 
SENTING THE OKLAHOMA PUBLIC EXPENDITURES COUNCIL AND 
THE NATIONAL CONFERENCE OF STATE TAXPAYER ASSOCIA- 
TION EXECUTIVES 


Mr. Sraunt. Mr. Chairman and members of the Committee on Edu- 
cation and Labor, I am Steve Stahl. I reside at 1919 Northwest 33d 
Street, Oklahoma City. Iam the executive vice president of the Okla- 
homa Public oy eens Council, and coordinator of the National 


Conferences of State Taxpayer Association Executives. 

The Oklahoma council is a privately supported, statewide citizen 
organization interested in the promotion of efficient, economical gov- 
ernment. The conference is an association of the executive officers.of 
similar organizations in 37 States and Hawaii. 

I appear before you today as a witness opposed to Federal aid for 
common school education including aid for school construction with 
two exceptions: Emergency Federal aid in lieu of taxes in Federal 
impact areas; and, Federal aid for any State which can truthfully 
demonstrate the need for such aid in order to maintain an adequate 
school program. 

The conference position on this question is clearly established.. We 
have consistently opposed Federal aid to education since 1942. We 
consider such aid unnecessary, undesirable, and, in fact, dangerous. 

Your courtesy in granting us an opportunity to be heard on this 
question is appreciated. Appreciated to the extent that we want you 
to know that our opposition to Federal aid certainly does not mean 
we are “enemies of the schools.” Far from it: Many of my colleagues 
and their organizations have contributed greatly to the improvement 
of educational opportunities in their respective States. 

As evidence I call your attention to this report entitled “Public 
Education in Arkansas.” This study was financed and conducted by 
the Arkansas Public Expenditures Council. It has served to promote 
u more efficient organization of the school system of that State. 

In Oklahoma during the past 18 months our organization has spent 
more than $16,000 on a study of our educational problems and in the 
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promotion of Oklahoma Education Day. Full report of the pro- 
ceedings on that day have been sent to all members of this committee. 

Your attention is called to comments regarding Oklahoma Educa- 
tion Day which appear on pages 4 and 5. Typical is that of Dr. J. 
Andrew Holley, dean, School of Education, Oklahoma A. & M. Col- 
lege, Stillwater, Okla. : . 


I have received a number of letters and oral statements to the effect that edu- 
cation day was the most profitable day even spent by the individuals in any kind 
of educational conference. The credit for its success is due entirely to the work 


of your staff and to the work of the program committee representing the cooper- 
ating institutions. 


I sincerely believe that education day marks the beginning of a new day in 


Oklahoma as far as constructive efforts to improve education on a widespread 
cooperative basis are concerned. 


Thus we do appear before you in a friendly attitude toward educa- 
tion, sincerely interested in improving educational opportunities for 
our children. 

First, let’s consider this proposition of Federal aid without Federal 
control. Very frankly, gentlemen, I think that is a myth that needs 
to be destroyed : 

No. 1, it is legally conceded that the Federal Government has the 
right to control that which it subsidizes. 

No.2, this Congress cannot control, by-legislative act, the decisions 
or legislation of any future Congress. 

No. 3, I think you gentlemen are all aware that the lives of the 
American people today are affected more by rules and regulations 
promulgated by Federal agencies than we are by laws enacted by you 
gentlemen. 

No. 4, Congress has the right to levy taxes and appropriate the 
proceeds therefrom to governmental services it deems essential. It 
also has the responsibility to make certain such money is properly 
spent for the purposes intended. This responsibility cannot be exer- 
cised by issuing blank checks. 

The Federal school facilities survey, about which we have all heard 
so much, is a case in point. 

The 8ist Congress appropriated $3 million for the purpose of deter- 
mining school building needs in each State and measuring the finan- 
cial ability of the respective States to meet those needs. 

Gentlemen, that money was not used for the perpen intended. It 
was used to build up a case, to prepare a brief, for Federal aid for 
school construction. 

Sufficient evidence has already been assembled to prove this conten- 
tion and to indicate the Federal school facilities survey may well be 
classified as one of the great frauds of the fifties. 

American citizens have every right to resent the use of any portion 
of their tax money to promote policies of government with which 
they are not in sympathy. 

Congress has the responsibility to thoroughly review the evidence 
and to-check the accuracy of the school facilities report. Certainly 
this should be done before you gentlemen arrive at any decision on 
the question which you gentlemen are considering. 

Now, with regard to the evidence, when the first report on the 
facilities survey was released by the United States Office of Educa- 
tion in December 1953, it was quickly noted that not a single one of the 
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39 States participating in the survey was shown as able to finance its 
own school building requirements. 

Such a condition, if true, naturally presented an alarming prob- 
lem. If none of the States could meet their needs, how could the 
Federal Government, which must rely on the taxpayers of the 48 
States for its revenue, come to the rescue ? 

In order to assist in finding an answer, copies of the report were 
sent to each of the State taxpayer association executives, with the 
request that they compare the Federal report with actual conditions 
in their respective States. Thus far, reports from some 20 States 
have reached my desk. 

Gentlemen, the specifics vary, I will admit that, from State to State, 
but the pattern is constant. In the Federal report, building needs 
have been magnified; costs have been exaggerated; the measure of 
financial ability has been totally unrealistic. 

In order to be helpful to this committee and other Members of 
Congress, a digest of the analytical comments from State directors 
has been compiled and is attached to this statement as exhibit A. If 
you desire more complete reports from any of the States, they will be 
made available to you. 

With your permission, I should like to quote just a few of the most 
pertinent comments: 

New Mexico: 

Tom Riddle, a former head of the building plans division of the State depart- 
ment of education said that the original report he had sent back to Washington 
had totaled about $39 million, but when it came back it totaled $58 million and 
he was at a loss to explain why or where the additional $19 million had been 
added. 


Montana: 


The 1950-52 biennial report of the Montana State Department of Public In- 
struction estimated $34,620,441 as school building needs. However, the figure 
of need quoted in the Federal school facilities survey report shows a need of 
$39,237,723. Someone saw fit to add another $4,617,282 onto the Montana report. 
We were unable to determine the basis for this increase. 


Connecticut: 


At the time of the survey, the unused borrowing capacity of Connecticut mu- 
nicipalities amounted to more than $300 million. This is more than double the 
amount of resources estimated in the Survey. 


Ohio: 

Insofar as this report attempts to reveal the current school building require- 
ments for Ohio, it is relatively worthless. The Ohio School Survey Committee, 
created by the legislature, felt the data contained in the school facilities survey 
for Ohio were so inaccurate that they were disregarded completely in making the 
current study. 

.In Oklahoma we have discussed the school facilities report with Mr. 
O. E. Shaw who directed the survey for our State. He has been very 
cooperative. In our judgment his approach to an almost impossible 
assignment has been more conservative than in most States. 

After a check of construction costs, Mr. Shaw originally set a figure 
of $17,000 per classroom unit for new school construction. He re- 
alized this would be low in our larger cities and high for rural con- 
struction. He did consider it a fair average for the State. This figure 
was increased to $20,000 at the insistence of Federal officials. 

As in all other States, Mr. Shaw ‘was compelled to conduct his sur- 
vey under that very clever phrase, “applicable resources” which has 
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since been translated by proponents of Federal aid into “financial 
ability.” There is a vast difference between the two. 

If you gentlemen were to examine my bank account on a given day— 
let us say, just after April 15—I am sure you would feel Empelled to 

ass the hat. 

The “applicable resources” measuring stick, intentional or other- 
wise, has, produced the same effect on Members of Congress sincerely 
interested in education. 

What a distorted picture it presents: I am only going to give you 
one example and I have several more with me that I would be glad 
to file with the committee if that is the desire of the chairman and the 
committee. 

As just one example, table E in the Oklahoma report indicated the 
financial capacity of the Oklahoma City school district for building 
purposes was $3,801,587. Since the survey started in 1951, however, 
the Oklahoma City district has voted $8,550,000 in bonds and collected 
an additional $3,200,000 from an annual 5-mill building-fund levy. 
The 2 figures total 3 times the estimated capacity. 

In Oklahoma, and I presume in most States at the present time, 
money for school construction must come from local property taxes 
either through bond issues or direct levies. Both are limited in the 
majority of States by constitutional provisions. These limits can 
be, and, in fact, have been changed when necessary. 

We have just done so in Ci inbhene, By a vote of more than 3 to 1, 
our people, on April 5, approved a package of school amendments 
referred by the legislature. In other words, we are lifting the limit 
from 5 percent of assessed valuation to 10 percent. Another increases 
the limit on current school tax levies by 5 mills, further proof that 
States can and do change their constitutions and tax systems in order 
to meet their responsibilities, 

It is our hope that you gentlemen will not accept the property-tax 
base for school purposes as a reliable instrument by which to measure 
the ability of any state to finance its own educational programs. 

For example, in Oklahoma our per capita income has increased 487 
percent in the last 20 years as compared to a 46 percent increase in 
the net assessed valuation of all property for school tax purposes. In 
other words the ability of our people to finance schools, based on in- 
come has increased 10 times as much as the property-tax base. 

Let us analyze the financial ability of the States from another angle. 
Gentlemen, I think this is an important angle. Attached to this 
statement as exhibit B, is a table showing the tax savings accruing to 
the taxpayers in each of the 39 States participating in the first school 
facilities survey, or the first phase of it, as a result of Federal tax reduc- 
tions and expirations last year. The final column in the table shows 
the number of years required to meet the needs set forth in the facilities 
survey if these savings were used for that purpose. 

Oklahoma could meet her needs in a little over 1 year if we used 
that savings for school building purposes, in a little over a year, Geor- 
gia in less than 3 years, Alabama and Mississippi in less than 4 years, 
and, Arkansas in less than 6 years without using any of their so-called 
“applicable resources.” The table shows that 31 of the 39 States could 


ar their school building needs from these savings in 2 years or 
ess. 
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Mr Chairman and members of the committee, this is the kind of 
Federal aid I favor. Let us have more of it, please. But I don’t 
want it until we have balanced the budget. 

There is another factor which merits your serious consideration 
before arriving at a decision. Simply stated, the question is, will 
Federal aid, and particularly Federal aid without Federal control, 
serve to improve educational oportunities for our children or will it 
serve to perpetuate school systems in-‘many States that are inefficient 
and ineffectual? That is a vital question asked in all seriousness. 

Let us look at the situation in Oklahoma as revealed by the Expendi- 
tures Council study mentioned earlier in this statement. One of the 
requirements for an effective, efficient high school, as set by the Na- 
tional Education Association, is a minimum average daily attendance 
of 300 pupils. 

It must be conceded that in many of our sparsely settled areas, not 
only in Oklahoma but in other states, a high school of that size is a 
practical impossibility. But gentlemen, in Oklahoma 486 of our 801 
high schools in the 1952-53 school year, and the picture has changed 
very little since then, had less than 100 in average daily attendance. 
In fact we had 274 with 50 or less. We had 47 with 25 or less. Many 
jody or small schools could not operate 2 months were it not for State 
aid. 

However, they will continue to operate as long as they can obtain 
financial assistance from the State or Federal Government, and at such 
a tragic lack of educational advantages for the children. 

Tragic indeed—tragic for the children—tragic for the Nation. 

During the past month in Oklahoma, I listened to three speeches 
by important people, one by the Honorable Robert S. Kerr, senior 
Senator from Oklahoma, a Democrat; one by the Honorable Douglas 
McKay, Secretary of the Interior, a Republican; and one by W. A. 
Roberts, president of Allis-Chalmers, who may be either. Each of 
them emphatically deplored the fact that Russia, our mortal enemy, 
was outdistancing the United States in the training and education of 
scientists and engineers. 

I call your attention to a clipping from the Daily Oklahomian, issue 
of April 9, “Students Short on Background for Engineering,” a lead 
line over a story dealing with a forum that had been held at our prin- 
cipal university in that State. (The clipping referred to was filed 
with the committee, but is not printed.) 

In Oklahoma 664 high schools are not giving their children an op- 
portunity to study physics; 616 are not offering courses in chemistry. 

In many of these schools the education offerings are so meager that 
boys attending them are compelled to take courses in home economics 
or typing in order to earn enough credits for graduation. 

As one of our good school superintendents has so aptly described 
the situation— 


Through State aid we are perpetuating these weak schools in which we teach 
our children a little English, a little history, and a heck of a lot of basketball. 

Now, that is a statement from one of our good school superintend- 
ents and not from myself. 

Patching the roofs of these weak schools or adding a new classroom 
here and there by the use of Federal funds will not improve this tragic 
situation one iota. 
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Under such conditions the authorization of Federal aid will merely 
serve to make the Federal Government a partner with the State in the 
crime of cheating our children. 

In fairness to members of this committee, your attention is called 
to the fact that much of this testimony is in direct conflict with that 
ziven to the Senate Committee on Labor and Public Welfare recently 

y the president of the Oklahoma Education Association, Mr. F. E. 
Willingham. 

I should like to point out the most important areas of disagreement. 
I do not ask you to accept my statement as the true version. I do 
respectfully urge this committee to determine the facts. They can 
be easily determined. They should be, before you arrive at a decision 
on this pot vital question. 

Mr. Willingham told the Senate committee, “We are making an 
all-out effort to reduce unnecessary districts.” 

Let’s look at the record: It is true that the number of school dis- 
tricts in Oklahoma has been substantially reduced since 1946. In 
that year we had 4,416 districts. Today we have 1,799. That is a 
reduction of 2,417. However, nearly one-half of the districts elim- 
inated, 1,105, were not operating schools and some had no school popu- 
lation, and in which we were levying no school taxes. 

Our all-out effort at the present time consists of a law enacted in 
1949 which probibits State aid to any school which had an average 
daily attendance of less than 13 pupils the preceding year. Further- 
more, this overall reduction applies almost entirely to elementary dis- 
tricts. 

What is the situation with regard to high schools? Has education 
in the high school area kept pace with the evolution which has been 
taking place in Oklahoma during the past 25 years ? 

In answer to those questions, I submit these facts from our study 
of Oklahoma high schools. From 1930 to 1954, in Oklahoma, the 
rural population decreased 28 percent; the number of farm units 
decreased 35 percent; the number of banks decreased 35 percent; 
and the number of high schools decreased 4 percent. 

For your further information there is attached to this statement as 
exhibit C, two pages of significant highlights gleaned from our high 
school study. Complete reports of this study were submitted to educa- 
tional leaders in Oklahoma last summer. 

(The information referred to appears at the close of witness’ testi- 
mony.) 

They reveal a terrific waste of educational dollars, and what is far 
more important to me, sir, a pitiful lack of educational opportunities. 
Facts contained in these reports have not been denied or challenged. 

Meanwhile, the Oklahoma Legislature is approximately halfway 
through its current session. The Oklahoma Education Association has 
sponsored numerous measures to increase school revenues, but it has 
not proposed a single line of legislation designed to even start cor- 
recting these conditions through reorganization. 

I submit to you that does not constitute an all-out effort. 

Mr. Willingham is superintendent of the Tecumseh schools. In his 
statement to the Senate Committee, he points to his district as a “typi- 
cal example of need” for Federal aid. “Our total desperate need,” he 
states, “is more than one-half million dollars. Our ability to finance 
the program is $37,555.49.” 
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Mr. Willingham failed to tell the committee that his district levied 
the full 5-mill school-building-fund tax in only 6 of the last 10 years, 
and because of low assessed valuations and a $1,000 homestead exemp- 
tion, 648 homeowners in his district are paying no school taxes either 
for current operating expenses or capital outlay. The actual figures 
are 648 out of 1,552 city and farm properties with improvements. 

Mr. Willingham also failed to mention that no school taxes were 
levied against his own home. 

I realize that a congressional hearing is certainly not the place to 
engage in personalities. I do so with reluctance, with apologies to 
the committee, and only because the factors involved are pertinent 
to the question. 

Mr. Willingham appeared before the Senate committee as elected 
leader and spokesman for the powerful Oklahoma Education Asso- 
ciation and as a superintendent of schools, to plead a case of poverty 
for our great State which last year paid over $650 million into the 
Federal Treasury. 

Mr. Willingham draws a salary of $6,300 per year, which I will 
admit islow. He lives in a nice two-story home worth approximately 
$8,000, and gentlemen, that one fact is the only thing that I have not 
documented in this whole statement. It is based on the appraisal 
given to me by three different real-estale people. It is assessed at 
$720, less than 10 percent of actual value. He has two children in 
school. Based on a personal property valuation as distinguished from 
real property valuation of $300 in 1953, he paid $6.88 in school taxes, 
Last year his personal property valuation was reduced to $200. The 
school tax on this amount for 1954 is $6.40. 

[ hope there are some people in these United States of America 
who still are old fashioned enough, if that is what they have to be 
called, to believe in the ancient admonition that the good Lord, and 


not the Federal Government, helps those who attempt to help them- 
selves. 


In summation: 

1. The Federal Government, so deeply in debt that interest pay- 
ments constitute the second largest item in the budget, is in no position 
to shoulder additional responsibilities. 

2. Congress cannot keep faith with our children by charging a sub- 
stantial part of the cost of their education and leaving them either a 
bankrupt nation or an unmanageable debt. I am not so sure that the 
debt has not reached that proportion now. 

3. The States and ‘oui ocudaanition can meet their responsibilities 
in the field of education if they are willing to do so. The operation 
will not be painless but the patient will recover more rapidly if no 
Federal sedatives are prescribed. 

4. The alluring prospect of Federal aid over the past 10 years has 
served to retard improvement in our educational systems. Many 
States and local communities have been dragging their feet waiting 
for the Federal Government to come to the rescue. 

5. Members of Congress, and particularly members of this com- 
mittee, are entitled to more accurate information than they have been 
furnished thus far before reaching any decision on this important 

uestion. 
6. Congress has appropriated $1,074,000 to finance the work of the 
Intergovernmental Relations Commission which it created. One of 
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the Commission’s assignments was a study of Federal responsibilities 
in the field of education. The Commission’s report, or at least the 
task force report, on that subject should be disinterred so that members 
of Congress and interested citizens may have an o pportunity of review- 
ing its recommendations before committing the ¥ ederal Government 
to an entirely new aid program, 

Mr. Chairman and members of the committee, it is my sincere hope 
that this committee will not be misled by “doctored” information or 
pressured into hasty action on any proposal committing the Federal 
Government to a program which will cost billions annually and which 
can lead only to Federal domination in the education of our children. 

If you should finally conclude that Federal aid for school construc- 
tion or Federal aid to education for any other purpose is necessary, 
and this is the most important point that I have to make to you gentle- 
men this morning, then, please, present us the bill in the form of 
increased taxation rather than in the form of debt-devaluated dollars. 

I thank you for your patience and courtesy. 

Chairman Barpen. Thank you very much, Mr. Stahl. I notice 
some exhibits here, and I presume that you would like to have this 
entire statement incorporated in the record ? 

Mr. Sranu. I would very much, sir, if you will. 

Chairman Barpen. Without objection, that will be done. 

(The exhibits are as follows:) 


Exureit A 


ANALYTICAL COMMENTS ON ScHoor Factiirres Survey spy STate TAXPAYER 
ASSOCIATION EXECUTIVES 


The 81st Congress authorized a nationwide survey of public schoo] facilities 
and appropriated $3 million to pay one-half the cost on a State matching basis. 
Data compiled by surveys conducted in 39 states and four territories were incor- 
porated into a December 1953 publication of the United States Office of Education 
entitled “Report of the Status Phase of the School Facilities Survey.” 

Included in the Survey were State-by-State estimates of current school con- 
struction needs and the ability of each State to finance those needs. The report 
showed that not a single State, and only Hawaii and the Virgin Islands among 
the Territories, had applicable resources sufficient to finance immediate school 
building construction needs as estimated in the Survey. 

This memorandum contains a summary of analytical comments from a number 
of state taxpayer organizations on the validity of the United States Office of 
Education report. Missouri, New York, Utah and Wyoming reported that their 
States did not participate in the survey, for various reasons. 


I. METHOD AND APPROACH OF THE SURVEY IN EACH STATE 


(a) Thoroughness and adequacy of the individual State survey 


Colorado.—‘Merely a first and fairly weak step in the right direction ; a review 
of the information compiled in the original study is currently in progress.” 

Connecticut.—“We find it to be neither an accurate nor a reasonable presenta- 
tion of the Connecticut school building problem * * * the methods used in col- 
lecting and compiling the data are challenged, the accuracy is challenged, and 
so is the validity of the conclusions.” 

Hawaii.—“It is our opinion the interpretation of the data is questionable so 
far as we are concerned in Hawaii * * *. I have had several conferences with 
the people that made the survey here in the Territory and I believe that they are 
now about as confused on the results as the rest of us seem to be. They have 
suggested that perhaps they would write directly to the United States Office of 
Education indicating that the findings in the report did not represent the local 
situation.” 

Montana.—“The facts assembled to date show that this survey contains much 
information adverse to the actual situation in this State * * *. At least 200 
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people conducted the local surveys * * *. Lack of uniformity is clearly evident 
in the answers to the questionnaires furnished by the local participants in the 
project.” 

Nebraska.—‘Some observers believe that the report is purposely vague in its 
use of terms.” 

New Jersey.—There has been controversy in some of the local areas concern- 
ing the survey.” 

New Mezico.—*The results were overambitious as far as our needs were con- 
cerned * * * ‘over pessimistic’ about our resources * * *. The State superin- 
tendent [admitted] that our report was inflated more than double.” 

New York.—‘Statewide summaries of detailed statistical information would 
be without practical value in solving the school building problems of New York 
State. They do not reveal the conditions existing in the individual districts, 
nor are they helpful in locating and defining our school building problems. 
Studies already completed by the State commission show that our building needs 
are confined to relatively few areas and that most of the districts in these areas 
are financially able to meet their foreseeable needs. Therefore, the extensive 
work involved in collecting, tabulating, and checking the data necessary to pre- 
pare these statewide summaries would be a waste of time and money.” 

Ohio.—“Insofar as this report attempts to reveal the current school building 
requirements for Ohio it is relatively worthless * * *. The Ohio School Survey 
Committee felt the data contained in the School Facilities Survey for Ohio * * * 
were so inaccurate that they were disregarded completely in making the current 
study.” 

Oklahoma.-—“Dr. E. Foster Dowell, school specialist on our research staff, has 
just completed a rather thorough analysis of the Oklahoma survey. His findings 
are further evidence that there is little validity to the Federal report * * *, The 
survey was an orphan project of the State department of education which quickly 
abandoned the original decision to give it top priority. It was a rush job carried 
on by part-time people lacking experience in the work to which they were 
assigned.” 

Washington.—“This report, insofar as it attempts to reveal the facts on school 
building problems in the State of Washington, is worthless and nonsensical.” 

Wisconsin.—“A report purporting to show that Wisconsin lacks nearly $70 mil- 
lion in resources to finance its school building needs * * * apparently intended 


to reflect whether Federal aids for school-building purposes are necessary, gives 


an erroneous impression because all the bases for determining financing ability 
were not used.” 


(b) Collection of data 


Those States mentioning the’type of methods used to collect data reported"that 
a questionnaire was prepared by the State department of education and sent 
to local school superintendents and principals of schools to fill out. The com- 
pleted questionnaires were returned to the State department for tabulation and 
summarization, and then sent to the United States Office of Education for final 
tabulation. 

Comments from several States reporting are as follows: 

Montana.—The 1950-52 biennial report of the Montana State Department of 
Public Instruction estimated $34,620,441 as school building needs. “However, the 
figure of need quoted in the Federal School Facilities Survey Report shows a need 
of $39,237,723. Someone saw fit to add another $4,*17,282 onto the Montana re- 
port. We were unable to determine the basis for this increase.” 

New Mevico.—Tom Riddle, former head of the building plans division of the 
State department of education said that “the original report he had sent back 
to Washington had totaled about $39 million, but when it came back it totaled 
$58 million and he was at a loss to explain why or where the additional $19 mil- 
lion had been added.” 

Ohio.—“The information was collected by the questionnaire method in which 
each local board of education was requested to indicate its maximum school plant 
needs in terms of classrooms and probable dollar requirements. Since local 
school officials felt the data were to be used to secure Federal assistance, they 
quite naturally submitted the maximum figures.” 

Washington.—‘Data * * * were collected in this State by a group of com- 
mittees representing the various (540) school districts of the State * * * the re- 


ports of these committees were added together without any central examination 
and review * * *.” 
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(c) Criteria used in study 


The United States Office of Education established certain basic criteria for 
the study in its School Facilities Survey Bulletin No. 4, February 14, 1951. 
Each State department of education used these criteria in preparing their ques- 
tionnaires. The local units interpreted the standards in several ways: 

Montana.—‘Sixty-one percent of the schools asking for new buildings to re- 
lieve overcrowded conditions planned room loads of 25 pupils or less. * * *” 

New York.—‘In our judgment a national summary of the required data could 
be very misleading and might distort the relative position of New York’s needs, 
because local resources for financing school buildings vary widely from State to 
State in terms of debt limits and property assessment practices; because esti- 
mates of needs will be based-upon varying standards of school construction: and 
because the reliability and validity of source data will likewise vary among 
States and localities.” 

Oklahoma.—“The standards of classifying buildings as ‘satisfactory’ or ‘un- 
satisfactory’ lacked uniformity in their application.” 


II, APPLICATION OF CRITERIA TO DETERMINE SCHOOL-BUILDING NEEDS 


(a) Satisfactory or unsatisfactory rating of school buildings 


Hawaii.—The table on page 135 of the School Facilities Survey “shows that. 
approximately 7 percent of the pupils in Hawaii are housed in satisfactory 
schools. This in spite of the fact that the table on page 131 shows that about 
half of our school plants are under 30 years old, and that as shown on page 130 
only one-tenth of 1 percent of all of our schools are of the 1-room variety.” 

Montana.—“An interesting sidelight on the report is that in 1952 a Federal 
representative evidently visited the schools in a county in Montana. He gave an 
unsatisfactory rating to every city school he visited except one new one just 
built. Only a ‘fair’ rating was applied to one high-school building, which the 
State department of education considered quite aeceptable.” 

New Mezico.—“Our State department of education interpreted the instruc- 
tions from the United States Office of Education to mean that if any 1 of the 10 
defects listed existed, the building should be rated ‘unsatisfactory.’ ” 


(b) Adequacy of building sites 


Connecticut.—‘On the basis of the minimum site standards used in the survey, 
schools accommodating 80 percent of the pupils in the city of Hartford would 
be rated unsatisfactory.” 

New Mezico.—The new $675,000 high school in Santa Fe, built partially with 
Federal aid (Federal impact area), was rated “unsatisfactory” because it had 
a site “of only 9.3 acres, rather than the recommended 10.” 


(c) School-building cost per classroom unit 


Oklahoma.—‘Originally Mr. Shaw [State director of the School Facilities 
Survey in Oklahoma] had set a figure of $17,000 per classroom unit for new 


school construction. This figure was upped to $20,000 at the insistence of Fed- 
eral officials.” 


(d) Building needs other than classrooms 


Montana.—“The State worksheet lists $3,478,500, or 10 percent of our pur- 
ported need, for additions other than classrooms. According to the standard 
sent out by the Federal agency, this could mean almost anything—libraries, 
gymnasiums, auditoriums, cafeterias. medical suites, etc.” 


(e) Pupil-teacher ratio in planning school buildings 


Montana.—‘The three categories (to relieve overcrowding, to house enroll- 
ment increase, and to replace obsolete buildings) included 29,325 pupils. The 
survey stated there was a need for 1,276 classrooms. This would be 23 pupils 
per classroom on a statewide basis, and would be an extremely costly ratio. Great 
Falls was credited with a need for $1,500,000 for replacement of a building which 
would accommodate only an average of 20 pupils per classroom.” 


(f) Projected enrollment increase 

Montana.—“The survey gave various estimates concerning enrollment in- 
creases from 195°—51 to 1952-53. There is considerable variance between pre- 
dicted and: actnal enrollments. For example, buildings for 1 school, to cost 
$122,312, were planned for an enrollment increase of 125, but the actual increase 
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was only 39. Construction costs of $900,000 were planned for another schoo! to 
house an increase of 500 pupils. The actual increase was 347. A third school, 
with an estimated cost of $96,000, was to have an increase of 200 pupils in the 
2-year period, but showed an increase of only 93 pupils. There are too many such 
examples to insure the validity of the survey.” or 
New York.—“We would be unable to provide a 10-year master plan for school 
construction in which we would have confidence, because of the unpredictable 


nature of variables such as shifting population and parochial school attend- 
ance * %.°” 






Ill. CALCULATION OF AVAILABLE RESOURCES FOR FINANCING SCHOOL CONSTRUCTION 


(a) Basis for survey estimates inadequate 


Colorado.—“It seems to us that the simple projection of existing bond limits is 
totally inadequate in determining the State’s ability to finance its own schools. 
* * * Statutory bonded debt limits are often changed whenever enough schoo! 
districts get in a tight spot. Our debt limits were substantially increased 
in 1951.” 

Connecticut.—“At the time of the survey, the unused borrowing capacity of 
Connecticut municipalities amounted to more than $300 million. This is more 
than double the amount of resources estimated in the survey.” 

Hawaii.—You will note [in the survey] that we have, according to this data, 
no deficits, thus implying that we, more than any other State, are able to finance 
our own capital improvements. I have no doubt of what we are fully capable of 
paying for our own school construction, but I cannot coneur with the chart in 
any way as it indicates our respective position. Schools here * * * are financed 
on a territorywide basis; we have no school districts in the sense that they are 
found in the mainland.” 

Montana.—We were unable to determine what standard was used in com- 
puting Montana’s ability to finance needed school-building construction although 
this State was credited with a deficit of $11,208,130 in meeting the needs which 
were said to exist here. It is a fact, however, that between July 1, 1950, and 
June 30, 1953, the 3-year period presumably covered by this report, the counties 
and school districts of the State expended $13 million on new school buildings. 
Additional millions were expended for the same purpose in the year just ended 
and, of course, the school-building program is continuing to advance rapidly in 
this State.” 

Nebraska.—‘We have made a preliminary study of the relationship of school- 
district indebtedness to the assessed valuation of school districts. Our study 
indicates that Nebraska has more than adequate resources to take care of its 
school-building needs. The amount of bonded indebtedness in rural elementary 
school districts is $1.5 million, or just forty-five one-hundredths of 1 percent of 
their total assessed valuation. In high-school districts, the bonded indebtedness 
averages only 2.50 percent of assessed valuation. Since 10 percent of the assessed 
valuation is the rule-of-the-thumb limit on bonded debt suggested by many school 
financial experts, the Nebraska school system has more than adequate resources 
at its disposal to provide additional school facilities as the needs arise.” 

New Mezrico—*During the period of March 1951 to December 1953 we spent 
$17.5 million for new school construction * * * Cand] $2,512,000 for repairs to 
buildings. During the first 6 months of 1954 $7,656,000 was authorized in bonds 
for new school construction. (Undoubtedly, this grand total of $27,670,000 has 
come out of our “applicable resources” of only $7,214,000. )” 

Oklahoma.—“Oklahoma’s ‘applicable resources’ as shown in the Federal re- 
port amounted to $34,574,556. However, in the 3-year period of March 1951 to 
March 1954, the school districts of Oklahoma spent $28,098,775 on new construc- 
tion and remodeling. 

“There is no relationship whatsoever between ‘applicable resources’ as defined 
by the Federal agency and ability to pay. The following two examples prove 
this conclusively : 

“1 Table E in the State report shows Oklahoma City schools with a need. of 
$14,740,500 with a financial capacity of only $3,801,587. Since the survey was 
started in 1951, Oklahoma City schools have spent $11,622,607 on buildings and 
sites. . 

“) The same table shows Tulsa with a need.of $14,771,500 with a financial 
capacity of only $3,298,166. Since 1951 Tulsa schools have spent $8,756,700 on 
buildings and sites. * * * 

the wurear method of computing deficits totally ignores the power and ability 
of the State to increase school revenues for building purposes by: 











a 
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“1. Increasing the ratio of assessed valuations to true values—currently the 
assessed valuation is less than 25 percent even though the Oklahoma constitution 
says all property shall be assessed at true market value. 

“2. Repealing the $1,000 homestead exemption. 

“8. Removing or increasing the present limitations on debt and millage levies.” 

Missouri.—Did not participate in the survey, but reports “the total bonding 
capacity of our school districts is nearly sufficient to replace our entire school 
plant under a reasonable economical school-building program.” 

Wisconsin.—“These major differences with the survey findings are clear. 

“1. The facts show there is no deficit in available resources for the creation of 
additional school-building facilities. 

“2 Serious and substantial omissions or misconceptions are apparent in deter- 
mining and establishing available resources. Actually a sum nearly three times 
the amount of the purported deficit set forth in the report would be available if 
the potential taxing facilities of the State were utilized provided local decisions 
were that it was necessary. 

“3. The report gives no consideration to the establishment of sinking funds 
created in some municipalities for school-building purposes. 

“4, Areas not in a high-school district would provide additional resources 
greater than the purported deficit in State needs if there were a local decision 
to place them in a district.” 


(b) Authorized bonding capacity, poor measure of resources 

Colorado.—‘Within 3 months after the survey was completed in Colorado, a 
reappraisal program was placed in effect which increased the State’s total 
assessed valuation by approximately 40 percent.” 

Nebraska.—“The school debt in 1940-41 was $26.1 million, or 3.98 percent of 
Nebraska’s income payments. In contrast, the public-school debt was $38.9 mil- 
lion in 1952-53 which was 1.98 percent of the 1953 income payments. These 
figures reveal that the relative burden of school debt is much less today than 
it was a decade or so ago.” 

New Mezvico.— ‘A number of the school districts in New Mexico are floating 5- 
and 10-year bond issues, rather than the traditional 20 and in 2 school districts 
they have floated 3-year bond issues.” 

Wisconsin.—“The Federal report overlooks the fact that local assessments, 
which determine the amount than can be raised with the maximum 5 or 8 percent 
bonded debt limit and the maximum tax levy, are flexible and subject to periodic 
adjustment, particularly if more funds are necessary. Considerable leeway is 
possible on assessed valuation since local assessments usually are under full value 
assessments on the basis of local decision. This is illustrated by the fact that 
in 1951 the ratio of local assessed valuation to full value was 63 percent and in 
1953 this had dropped to 57 percent. 


(c) State aid for school buildings not considered 


Connecticut.—“The survey did not take into consideration the fact that the 
State contributes approximately 20 percent of the cost of constructing public 
school buildings.” 

Missouri.— ‘We have only a minor State-aid building program inaugurated as 
an incentive for school-district reorganization.” 

New Hampshire.—*New Hampshire provides no aid to local school districts 
for physical plants and currently gives only $900,000 a year for operating ex- 
penses, the smallest amount of aid given by any State.” 

New Mezico.—‘No consideration was given to a State-aid plan for school- 
building construction and I think one will be forthcoming and worked out by 
our next legislative session in 1955.” 


(d) Pay-as-you-go financing ignored 

Colorado.—“It seems that [the survey] completely ignores the possibility of 
pay-as-you-go financing for school buildings—a practice which we are trying 
to encourage in Colorado.” 

Nebraska.—“The Omaha School District is carrying on a long-range building 
program on a pay-as-you-go basis, using the 4-mill levy to retire their remaining 
bonds and to build one or more new buildings each year. Most of the rural dis- 
tricts prefer to handle their building needs by an annual mill levy.” 


(e) Present building programs exceed needs estimated by survey 


Connecticut.—“At the present time [September 1954] Connecticut has a school- 
building program even larger than the survey estimated. It has constructed 
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and let construction contracts for $104 million of new schools since 1951 * * = 
and present indications are that we shall continue to build new schools at a 
similar rate for several years in the future.” [The survey reports building 
needs of $134 million and a “deficit”? of $12.5 million.] 


(f) Survey did not evaluate impact of Federal aid on programs of school dis- 
tricts reorganization 

New Mevico.—There is a fear that it [Federal aid] will completely stop our 
program of consolidation and reorganization in New Mexico. At the present 
time we are able to force a lot of consolidations * * * simply because the smaller 
school districts can’t afford to build school buildings. If we should get a large 
amount of Federal aid, there will be tremendous pressure to build numerous small 
school buildings that never should be built * * *,” 

Oklahoma.—"The estimates of need were based on present school-district 
organization which finds Oklahoma operating 274 high schools with less than 50 
pupils in average daily attendance.” 

Wyoming.—“Our problem in Wyoming is not one of seeking Federal aid or at 
this point even State aid. Our problem is inefficient organization of school 
districts.” 


IV. PROPOSED FEDERAL AID DELAYS PRESENT STATE CONSTRUCTION PROGRAMS 


New Mezico.—Tf our State educators hadn’t been chasing the will o’ the wisp 
of Federal aid, we would probably have started this job during the 1953 legisla- 
ture and been that much further ahead in handling our school-construction 
needs.” 


V. CONCLUSIONS REGARDING NECESSITY OF FEDERAL AID 


Missouri.—‘Federal aid for building is clearly unnecessary in Missouri.” 

Montana.—‘Montana people firmly believe in adequate educational facilities 
but I’m sure they desire to do the job themselves as they see the need for it.” 

New Mezico.—“We will go so far as to say that it [Federal aid] is not even 
necessary.” 

New York.—New York did not participate in the survey. A temporary State 
commission on school buildings reported on March 31, 1954, that since 1946 “not 
one school building has been delayed because of lack of borrowing power.” 

Wisconsin.—"“The Federal report and its conclusions themselves offer the 
strongest argument against Federal participation in the educational picture. The 
report demonstrates the inaccuracy resulting from misinterpreted and incom- 
plete data leading to erroneous conclusions on which policy decisions would be 
made; it shows that a Federal system is not sufficiently flexible to meet ever- 
changing local needs, problems and resources, and it clearly indicates that a 
Federal system would be too cumbersome to permit corrective measures needed 
to anticipate current school needs on a local plane.’ 

Utah.—The chairman of the Utah Public School Survey Commission wrote, 
“Keeping money at home to meet our needs is far sounder economic policy than 
soliciting so-called Federal aid.” 

The temporary school building survey commission on December 2, 1954, 
reported : 

eoThe school building emergency as contemplated by the legislature in formulat- 
ing the emergency school-building program has been met. Further considerations 
of State aid to school districts for school building purposes should be on the 
basis of a long-range program for general improvement and equalization of school 
plants throughout the State.” 





FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 529 


ExuHisit B 


1954 Federal tax reductions provide Federal aid without Federal control 





States participating in status phase school facilities survey, 
195; 


Alabama._--. 
Arizona._- 
Arkansas... 
California... 
Colorado__---- 
Connecticut - . .. 
Delaware. --- 
Florida. _- 
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South Dakota 
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128, 760. 000 
28, 860, 000 


13, 320, 000 
22, 200, 000 
28, 120, 000 
121, 360, 000 
22, 200, 000 
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134, 237, 734 
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123, 261, 407 
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185, 865, 574 
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92, 630, 254 


219, 628, 507 | 


431. 134, 809 
165, 959, 305 
144, 421, 870 


136. 922, 943 
18, 598, 267 
43, 873, 408 
58, 336. 318 

358, 237, 530 
22, 532, 717 

342, 426, 447 

103, 470, 500 


676, 588. 700 


540, 294, 500 


171, 035, 235 
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| Budget of the U. S. Government for the fiscal year ending June 30, 1956. 
- According to the formula of the Tax Foundation allocating 1954 Federal tax receipts among the States 
iC cording to the distribution of the ultimate tax burden 


3 


1-2 


p. M13. 


Department of Health, Education, and Welfare, Office of Education, Report of the Status Phase 


of the School Facilities Survey (December 1953), table 41, p. 138 
‘ Includes District of Columbia which is not in School Facilities Survey. 


ExHIsit C 


SIGNIFICANT HIGHLIGHTS FROM HiGH SCHOOLS OF OKLAHOMA—A STUDY BY 
THE OKLAHOMA PUBLIC EXPENDITURES COUNCIL 


1. In 1935, the Brookings Institute, in speaking of the Oklahoma school system 
declared, “So long as it is manacled with an extravagant and inefficient form of 
organization * * * there is no hope of securing anything approaching equality 
of opportunities regardless of the amount of money the taxpayers may put into 
the school system.” At that time there were 864 high schools and 835 high- 
school districts with an average daily attendance of 102,291; in 1952-53 there 
were 808 high schools and 675 high-school districts, of which 87 Negro separate 
high schools were a part, with an average daily attendance of 145,082. 

2. While substantial progress has been made during the past 5 years in the 
elimination of small, inefficient, and ineffective school districts, the reorganiza- 
tion of Oklahoma’s high-school system has not kept pace with the evolution 
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which has occurred in Oklahoma during the past quarter century. This fact is 
shown by the following table: 


Decrease in number of banks, farms, and high schools in Oklahoma, 1930-54 





Number Decrease 1930-54 





Number Percent 





588 385 
204, 000 130, 000 
1 


834 80 
1, 574, 359 1, 126, 099 

















! Oklahoma Bank Commissioner; Federal Reserve System, District 10, Oklahoma City Branch. 
2 U.S. Department of Agriculture, Agricultural Marketing Service, Oklahoma City. 

3 Division of Secondary Education, Oklahoma State Department of Education, Oklahoma City. 
4 New 33.95. Based on new classification of population by Bureau of the Census. 


8. The National Education Association sets an absolute minimum of 300 
secondary students as necessary for an efficient and effective high-school dis- 
trict. In 1952-53, 664 of Oklahoma’s 762 high-school districts had less than 
300 secondary students in average daily attendance; 484 had less than 100 
secondary students. 

4. The Oklahoma State Department of Education accredited 776 public and 
32 monpublic high schools in 1952-53, but of this group, 637 public high schools 


and 28 private ones were not accredited by the North Central Association of 
Secondary Schools and Colleges. 


5. In the 1952-53 school year— 
(a) 85,016 Oklahoma high-school students were denied the opportunity to 
study Latin. 
(b) 59,278 were denied the opportunity to study any foreign language. 
(c) 64,680 were denied the opportunity to study physics. 
(d) 39,749 were denied the opportunity to study chemistry. 
(e) 31,077 were denied the opportunity to study agriculture. 
The following recapitulation table shows: 
(a) The cost per pupil decreases as the size of the school increases. 
(b) The number of courses taught increases as the size of the school 
increases. 


(c) The pupil-teacher ratio increases as the size of the school increases. 





Average Average \ verage num- 
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Mr. Perkins. I have no questions. I want to expedite the hearings. 

Mr. Lanprum. I would like to make one comment. I have no ques- 
tions. I think this gentleman has brought to us one of the most mag- 
nificent statements revealing the real magnitude of our responsibility 
= 7 have had presented to this committee since I have been a mem- 
ver of it. 

I cannot say that I would agree with all of the conclusions he may 
have drawn in his statement here, but certainly he has pointed up to 
each of us, if we are willing to recognize it, that this Government can- 
not continue to get any money except from the people who make up 
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the citizens of the various 48 States. We are not kidding anybody 
but ourselves if we continue to feel like we can load more on to the 
Federal budget than we have, and relieve the States of anything that 
they won’t finally absorb, either through the citizens or through their 
own State treasury. 

I commend you for the statement that you have made, and so far 
as any specific questions with regard to it, I have none because I think 
itspeaks for itself. 

Mr. Mercatr. Mr. Stahl, how is the Oklahoma Public Expendi- 
tures Council financed ? 

Mr. Sranu. It is financed, sir, entirely by voluntary memberships 
from business firms, individuals, throughout the State; and to give 
you an idea, last year our budget totaled about $90,000, and approxi- 
mately 45 percent of that came in checks of $50 or less. That is from 
small merchants, housewives, education, some from our faculty at A. 
and M., and farmers, ranchers and bankers, et cetera. 

Mr. Mercatr. Do you have readily available a list of those con- 
tributors ¢ 

Mr. Srauu. I certainly do in my office, and I do not here. 

(Discussion off the record. ) 

Mr. McDowe txt. Mr. Chairman, I have noticed in some of the con- 
versations here just a few minutes ago, and I will not refer to it since 
it is not on the record directly, and on several previous occasions, the 
reference which always puzzles me, to the question of just who the 
great Federal Government is. 

There is a question here of somebody being a defendant and someone 
being a plaintiff. It seems to me that the responsibility here, and the 
reference to the Federal Government is misconstrued. 

I think the responsibility and whatever action is taken in this com- 
mittee, and in the Congress, is purely the responsibility of the Congress 
and not the Federal euminenanti I think in this instance the Con- 
gress is the Federal Government, because the Federal Government can 
do nothing except by authorization of the Congress. 

I think to me it ought to be plainly understood that the respon- 
sibility is solely in the hands of the Congress as to what action they 
are taking on this or any other similar matters. There is no such 
thing as the Federal Government except as an agent of the Congress. 
It is merely a comment. 

Mr. ZetenKo. I am interested in your reference to the personal life, 
let us: say, of a previous witness, and the amount of taxes he pays. 
What is the significance of that to your subject ? 

Mr. Sraut. I think it is very significant, sir. I come before you asa 
Member, or as a committee of Congress, asking for a grant which you 
must authorize, pleading a case of poverty. When I am not doing 
what I should myself, I don’t think I am entitled to it. 

Mr. Zetenko. What does that mean, sir? I don’t understand ? 

Mr. Srant, It means simply this, that we have got the ability if 
we will use it. 

Mr. Zetenxo. No, I am talking about the personal amount of taxes 
paid by this gentleman, Mr. Willingham. 

Mr. Stanu. That is right. 

Mr.. ZeLenKO. And you alluded to it in your statement, and you 
said, “Well, he pays so much in taxes, and he has a couple of kids who 
go toschool, ned he paid so much last year.” 
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What is the significance of your reference to him with your subject 
here? How is it pertinent? 

Mr. Straut. Do you think, sir, a man with an earning capacity, or 
an income of $6,300 a year, with 2 children jn school, should not pay 
more than $6 for the education of those children? Ido. 

Mr. ZeLeENKO. Would you be willing to state your own personal posi- 
tion, as long as you stated the other gentleman’s? 

Mr. Stan. Yes. 

Mr. ZetenKo. What is it, sir? 

Mr. Stan. I would be very happy to. 

Mr. ZetenKo. All right, give it to me. 

Mr. Stanv. I have no children at all. Last year in school taxes alone 
I paid about $120. 

Mr. ZetenKo. Do you feel that if a person has no children he should 
not pay for education of the children of others? 

Mr. Stant. I certainly do not. 

Mr. ZetenKo. Let me ask you this: You felt that State aid, that is 
aid given by the State of Oklahoma, was in some way mitigating 
against people helping themselves, in local school districts, and pro- 
viding for proper schooling, and you do not believe in State aid? 

Mr. Srant. Yes, I definitely do. 

Mr. Zecenxo. I want to know whether I heard you correctly and 
you talked about State aid. 

Mr. Sranu. I agree that we have certain areas in Oklahoma, and 
I presume you have them in other States, where on their own, using 
all of their ability, they still couldn’t conduct what we would call an 
adequate or reasonably adequate school program. I believe in State 
aid for that reason, but I don’t believe in State aid subsidizing a situa- 
tion such as I outlined to you where we have schools, sir, high schools 
in Oklahoma offering only 16 units, which you have to have to graduate. 

If you had a boy going to one of those schools, he would have to take, 
as I pointed out, possibly 2 years in home economics in order to grad- 
uate. 

Mr. ZetenxKo. I do not mean to interrupt, but I would like to get an 
answer. I thought I heard you say earlier that State aid and Federal 
aid is hindering education rather than helping. Is that the substance 
and sum of what you said ? 

Mr. Stant. No, I don’t think that is true. 

Mr. Zetenxo. I just wanted to know whether it was true. 

Mr. Stanv. I said the State aid, the way we are operating right 
now in Oklahoma, is interfering or is cheating our children, certainly. 
As long as you can keep one of those schools in existence, financed 7 
or 8 months out of 9 by State aid, they are going to keep on operating. 
When they can move, or they can draw out $5 million to a good high 
school plant, but still they operate their own high school and they will 
continue to as long as we operate State aid the way we are presently 
doing so. 

Mr. ZetenKo. Just to understand you, you are not against State aid, 
you are against State aid inefficiently administered ? 

Mr. Sraut. That is correct. 

Mr. ZetenKo. Now, coming back to the first question I asked you, 
T still don’t understand the significance of the connection between the 
amount of taxes paid by this prior witness and your subject. Do you 
claim that he has not paid all of his taxes or the tax rate is too low? 
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Mr. Sranu, That is exactly what I am claiming, that the tax rate 
is too low. 

Mr. ZeteNKo. What tax rate is too low ? 

Mr. Srany, Your property tax rate. 

Mr. ZeteNKO. Now, you also said, “I don’t like to go into person- 
alities”, and that is what you started off with, and then you promptly 
went into it. 

Mr. Stanw. Because I also said they were pertinent to the facts. 

Mr. ZetenKo. Well, what is the pertinency? When you start off 
by saying, sir, that you don’t like to go into personalities, and you do 
it, you mean that you are doing something that you don’t like todo. I 
want to know what is the connection ? 

Mr. Srauw, I pointed out to you, sir, that the gentleman owns a 
home, appraised at $8,000, and assessed at $720, less than 10 percent of 
of assessed valuation. 

Mr. ZeLeNKo. May I interrupt you, sir, just to ask you what was 
the purpose, or was there any reason in finding out what the amount 
of the appraisal of his home was. You gave it to us and I wanted to 
know whether that was pertinent ? 

Mr. Stanv. Certainly. 

Mr. Zetenko. What is it? 

Mr. Sranu. The same as we have attempted to make appraisal of 
the assessed valuation of property all over the State. 

Mr. Zetenko. And you say that he pays too little in school taxes? 

Mr. Srant. I certainly do. 

Mr. ZeLenko. What is the reason for that ? 

Mr. Stan. Because our assessed valuations are too low. 

Mr. ZetenKO. Do you claim that your own personal assessed valu- 
ation was too high ¢ 

Mr. Stan. No, sir. 

Mr. Zetenxo. Is that the reason that your are complaining ? 

Mr. Sranu, No. 

Mr. Zeuenxo. You pay $100 and-he pays $6? 

Mr. Stan. No. 

Mr. ZeLenKO, What I am trying to get at, sir, is this 

Mr. Srant. The only thing I am trying to tell you is that the 
ability is there, if we want to make use of it. 

Mr. ZeLenko, I am trying to get at this, and I just wanted to know 
whether it had any connection with this subject. 

Mr. Srauu. I think it does. 

Mr. Zetenxo. All right. 

I have no further questions. 

Chairman Barpen. Mr. McConnell. 

Mr. McConnetx. I just wanted to get this subject in the proper 
perspective. As I understand, it isthis: You feel that while there are 
local communities which are not able because of financial situation 
and so on to take care of their construction needs in regard to school 
buildings, however, there is not a State which is in a position that it 
would need money to help subsidize those local communities. Is that 
correct ? 

Mr. Stan. That is correct. 

Mr. McConnext. And in connection with your tax situation that 
you mentioned, regardless of whether it is Mr. Jones, Brown, or who 
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it may be, it does not make any difference. You are trying to show, 
as I understand it, that if he were forced or required to pay a higher 
tax toward the school funds, they could go a much longer distance 
or way in providing for school constructions. That was the purpose 
of it, was it not? 

Mr. Strant, That is right. 

Mr. McConnetu. Now, there are one or two other points. I notice 
that you have stated here that the 81st Congress appropriated $3 mil- 
lion for the purpose of determining school building needs in each 
State, and measuring the financial ability of the respective States to 
meet those needs. Then you goon tosay that— 


Gentlemen, that money was not used for the purpose intended, it was used 
to build up a case to prepare a brief for Federal aid for school construction. 

Do you feel justified in making that statement, because it is a state- 
ment that is not a good one for us to hear in regard to our own require- 
ments as to a survey? We provided that the survey be made, and 
naturally we want to know whether it was done correctly. 

Now, is that based on a matter of opinion, or do you feel that you 
can fully justify that statement ? 

Mr. Srant. It certainly is not based on a matter of opinion. It is 
based on a matter of an actual laying the report of the first face down 
with actual conditions in the 20 States, and in a survey we made our- 
selves. I will give you one example. 

I have it here. I think that it probably would crowd the record, 
but we have one school, for example, which has shown a declining 
population, or a school attendance over the years. ‘They have a request 
in which has been added to the totals submitted by our State of 
$288,000. 

Now, if you figure on only 20 pupils to a classroom, we could build 
an entirely new plant at $20,000 per classroom for $188,000, or $100,000 
less than is included. 

But over the past 5 years they have made two additions to their 
plant, and they built one new gymnasium, and they have remodeled 
their plant to a certain extent. 

Now, actually submitted, and we have never been able to find out 
how they arrived at these figures, on the basis of new construction 
I think, our report filed by the State amounted to $84,000. You can 
go back and find out the number of new classrooms they say they need. 
It amounts to $48 million. So it was doubled b2fore it got up here, 
and then an additional two and a half million dollars was added to 
it somewhere here in Washington. , 

Mr. McConnetu. Mr. Chairman, I read here on page 4 something 
but I feel that we as the ones responsible for causing this original 
survey to be made should certainly check into. It says here part way 
down under the heading, “New Mexico,” just above Montana: 

New Mexico: Tom Riddle, former head of the building plans division of the 
State department of education said that the original report he had sent back 


to Washington had totaled about $39 million, but when it came back it totaled 
$58 million, and he was at a loss to explain why or where the additional $19 


million had been added. 
Well, if things like that have occurred all through this survey, I 
think that the whole survey becomes open to question. I think it is 


up to us to check into it. I am frankly very surprised to hear things 
like this. 
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Mr. Stanu. May I say, sir, that is the one thing that I hope this 


committee will do. I hope they will check into it. That is Oklahoma 
or any other State. 


Mr. McConnett. Mr. Chairman, I feel that the committee should 
definitely check into that, because it does cast a real doubt over the 
statistics we have been supplied as to classroom needs and so on. 

Chairman Barpen. I think that I will go a step further, Mr. 
McConnell, with your permission. I think it is of sufficient importance 
to the committee that I should direct the clerk to call that to the atten- 
tion of the Department and request an explanation of it. 


(The information referred to was subsequently supplied, and is as 
follows:) 


DEPARTMENT OF HEALTH, EDUCATION AND WELFARE, 
Washington, May 2, 1955. 
Mr. Frep G. Hussey 
Chief Clerk, Committee on Education and Labor, 
House of Representatives. 


Dear Mr. Hussey: Vhis is in reference to your letter of April 21, 1955, relative 
to testimony presented to your committee by Mr. Steve Stahl, executive vice 
president of the Oklahoma Public Expenditures Council, and coordinator of the 
National Conference of State Taxpayer Association Executives. You requested 
an explanation of Mr. Stahl’s comments on the school facilities survey in New 
Mexico, 

Mr. Stahl’s testimony apparently referred to New Mexico data in the Report 
of the Status Phase of the School Facilities Survey, published by the Office of 
Education in December 1953. A careful examination has been made of the 
Office of Education files, and we are able to furnish you with the following facts 
concerning the New Mexico case: 

(1) In January 1952, Mr. Tom D. Riddle of the New Mexico State Department 
of Education sent to the Office of Fducation a preliminary report of the New 
Mexico School Facilities Survey. That report was not made on the prescribed 
lederal forms and was not complete. 

(2) On August 4, 1952, Mr. Riddle sent to the Office of Education a report on 
the Federal forms, together with a letter stating that he would be in Washington 
on September 10-13. 

(3) The Federal forms called for tables listing classroom needs separately for 
pupils in substandard facilities, overcrowded and multiple sessions, and in- 
creased enrollments from March 1951 to September 1952. There were some in- 
consistencies in the August 4, 1952, report. For example, 1 table showed that 
there were 69,410 pupils in substandard facilities, while summary tables reported 
needed classrooms for only 36,110 pupils at a total estimated capital outlay cost 
of $39,400,187. On September 11, 1952, Mr. Riddle came to the Office of Educa- 
tion for a conference with Office staff members to correct inconsistencies in the 
August 4 report and to make the necessary revisions in the report, accordingly. 
The revision called for classrooms to accommodate 76,347 pupils to replace sub- 
standard facilities and to relieve overcrowding. The revised total capital outlay 
estimate was $58,336,318. The Office of Education’s published report on the 
status phase of the survey shows these revised data for New Mexico, namely, 
76,347 pupils needing new housing at an estimated cost of $58,336,318. All re- 
visions in the New Mexico report were made by Mr. Riddle and recorded in the 
Office of Education September 11, 1952, by a staff member of the Office. 

On April 11, 1955, New Mexico reported on the second phase of the survey 
showing projected plans for meeting school plant needs up to September 1959. 
This report indicates project-by-project projected plans for 4,146 classrooms for 
114,410 pupils, at an estimated total capital outlay cost of $123,032,023. This 
second phase report indicates that the earlier estimates published by the Office 
of Edueation for New Mexico were very conservative. 

Sincerely yours, 


RosweEtz B. Perkins, Acting Secretary. 
Mr. McConnett. There is just one other question. As I have stated 


on other occasions, I am not, and my past history will show it, a very 
strong advocate of Federal aid to education. I have feared, of course, 
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control in various parts of it. But I have also felt that we lessen the 
danger of control when we consider construction aid. 

I would like to have you point out to me, for my own thinking, and 
the benefit of my colleagues, where you would get Federal control 
after a school has been constructed, and the Federal Government is 
not in the picture any more. Just where would we get Federal control 
then? That is what I am puzzled about. 

Mr. Stanx. Well, sir, 1 think the only way I can answer that ques- 
tion, after the school has been built, say by funds provided by the 
Federal Government, perhaps there would be no contro}. 

But I do say that if you appropriate whatever amount it might be 
and allocate it back to the various States without some control as to 
where and how that money is going to be spent, requiring a reasonable 
amount of reorganization, then you are throwing the money away to 
a great extent. I would hate to see you pass a bill for Federal con- 
struction without some controls in it. 

Mr. McConnetu. But we will admit that in all Federal aid pro- 
grams there is a certain percentage of control ? 

Mr. Stan. That is night. 

Mr. McConnewu. You have to follow what is done with the money ? 

Mr. Staut. Yes, sir. 

Mr. McConnetu. But once the building has been completed, and 
once everything has been finished, I think that you will have to admit 
that control would pretty well cease then, is that correct? 

Mr. Srant. That is right. 

Mr. Lanprum. Will the gentleman yield? 

In the supplying process, however, if the Congress or the Federal 
Government supplies to the States or the schoo] districts money for 
construction, or for any other purpose, it is in that process that the 
controls are set up, or may be set up, that would make it impossible 
for some States or some communities to accept the controls. Thereby 
it creates serious inequities from the very beginning. Is that not right? 

Mr. McConnetz. You have that possibility during the original 
time; that is correct. I would say to my colleague that is correct. 

But after that I do not see where it occurs. 

Mr. Ketitey. Would the gentleman yield ? 

While there might not be any control in the construction program, 
I have pointed out before that with the problem the schools have for 
teachers and facilities today, even with the buildings and school rooms 
which they have, they maintain there is a shortage of teachers, and 
they do not have the proper caliber of teachers. 

Therefore, if this program went through of construction and you 
built many more school rooms, then the problem would be, “Where 
are we going to get the teachers, and where are we going to get the 
other facilies” ? 

So what they do is come to Congress and say, “We have to have 
further help.” 

In other words, it is just opening the door for Federal control some 
place, and for more help from the Federal Government. It is natural 
for me to think that is what would happen. 

What do you think about that, Mr. McConnell? Do you think there 
is something to'that ? 

Mr. McConnetu. I would say, of course, every bit of Federal aid 
that you give, even though afterwards there might not be much con- 
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trol involved there, it is a logical precedent. I can see that, of course, 
but we have been giving aid, various types of Federal aid, for a good 
many years, land-granting colleges, and so on. I am opposed to main- 
tenance and operation aid. 

Mr. Ketiry. Soam I. 

Mr. McConnetu. Where you subsidize teachers and text books from 
an agency of the Government, there is a definite tendency or danger 
there, and there is no question of it. gue 

But I am wondering when you have constructed a school and it 1s 
tinished, where at that time there is any further control in connection 
with that school. That is unless the precedent is established, and you 
come in for additional money for the maintenance and operation. 
Then I would definitely oppose that idea. 

Mr. McDowe.u. Would the gentleman yield ¢ 

You mentioned the land-grant colleges, and now, of course, I am 
completely naive in this whole question of the Federal Government. 
| am a new Member of Congress and I admit that I probably am just 
not informed. 

But on the question of land-granting colleges, I would like to know 
there whether or not in your opinion, or whether or not in the opinion 
of the witness, they believe there has been, and it is a program that 
has been in operation for quite a number of years and well established, 
in the operation of that program Federal aid to the land-grant colleges 
which certainly goes down to the teaching level, in your opinion has 
there been Federal control exercised there, and has it been a type of 
control which is obnoxious, and has that program been opposed by 
such organizations as yourself ¢ 

Do you oppose that Federal aid program to education ? 

Mr. Sranu. Very frankly, I am not qualified, sir, to answer your 
question. There are certain phases, and I wouldn’t say in connection 
necessarily with land-grant colleges, but there are certain phases of 
education which the Federal Government is already participating in, 
and in which they do exercise a terrific amount of control, and some- 
times control] that I think is objectionable. 

Mr. McDowet.. But as far as you know there is no objection to the 
Federal educational program as it has been exercised under the land- 
grant colleges program ? 

_Mr. Svan. As I say, I really am not qualified to answer that ques- 
tion. 

Mr. McDowe tt. But as far as you know, there is no objection from 
your organization ? 

Mr. Stan. No. 

Mr. McConnetxi. Mr. McDowell, in further discussion of what you 
just asked about, I have inquired about that very same point from 
many different sources through the years, and I do get a difference of 
opinion as to whether there has been control or not. I do not know. 
1 have made the statement that the tendency or the trend could be 
very definitely in that connection, and there is a danger spot when year 
in and year out you are subsidizing teachers’ salaries and providing 
text book aid, and the general running of aschool. There is the danger 
there. There is no question of that danger. 

Mr. McDowett. I wondered if in the history of this committee 
whether witnesses have come before this committee to object to that 
program. That is the program of the land grant colleges. 
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Mr. McConne vt. I could not tell you. Ido not know. 
Mr. Ketey. I do not recall any. 


Mr. McConnetu. I have asked many people through the years pri- 
vately about it. 


Mr. McDowe t. I have never heard of any criticism and I wondered 
about it. 


Mr. McConne tu. I have heard expressions of doubt, but I do not 
know whether it is so or not. 

Mr. Gwinn. Mr. Chairman and Mr. Stahl, I would like very much 
to ask you some more questions, because you appear to be a mine of 
information, not only on Oklahoma but other States, but out of defer- 
ence to the other witnesses and the time, I will have to desist in asking 
questions. I would like to talk to you about it some time. 

Chairman Barpen. Mr. Smith. 

Mr. Smirx. Mr. Chairman, I want to compliment the gentleman on 
his fine statement. It is one of the best I have ever heard. 

Now, the question that the gentleman asked over there about land 
grant colleges, it is probably the most rigidly controlled by the Fed- 
eral Government of any of them. 

For instance, it makes them have ROTC training in every one of 
them, and there are a thousand and one things that they control. I 
happen to know because we have a number of them in our State. 

Chairman Barpen. Mr. Fjare. 

Mr. Fsare. I merely thank Mr. Stahl for what I determine to be a 
very valuable contribution to this committee. 

Chairman Barpen. Thank you, Mr. Stahl, for a very fine statement. 
{ was impressed by one statement that you made that I think should 
be repeated. I think more thought should be given to it. 

I heard one of the deans, and I think it was of Columbia University, 
discuss the very subject that you mentioned, and that was that our 
number of scientific men were going down percentagewise, and in 
numbers, while the Russian percentage was going up by leaps and 
bounds. I would not attempt to say just what is causing that. I do 
think that we have at this time too many obstacles in the way of boys 
who are ambitious in this field of science and we should probably make 
it a little easier for them to go through college without interruption. 

But I have found for the last few years that I cannot get very far 
when I begin to advocate that we so arrange our military service that 
they can render the military service and at the same time carry on 
their school studies. 

For instance, we could let them serve 3 months per year, in the 
summertime, and then render or carry on their studies in school. But 
I find that with my nimble tongue and feeble mind, I cannot outdo the 
boys of the brass. 

So we have the rigid system. Maybe that is a part of the trouble, 
I do not know. But I do recognize that as one of the obstacles to the 
fellow who is desirous of becoming a scientist. 

I want you to know that the committee is appreciative of the state- 
ment made by vou, and I wish to personally thank you, sir. 

Mr. Stranw. Thank you. 

Chairman Barven. The next witness is Mr. Bennion. 
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STATEMENT OF FRED W. BENNION, EXECUTIVE DIRECTOR OF THE 
WYOMING TAXPAYERS ASSOCIATION, CHEYENNE, WYO. 


Mr. Bennion. My name is Fred W. Bennion, executive director 
of the Wyoming Taxpayers Association, and I live in Cheyenne, Wyo. 

Mr. Chairman, I would like to ask a question with regard to this. 
I have my colleague back of me, and I would like to file this statement 
and merely give an oral summarization of it. I really have two things 
in this green document, because originally I expected to be back in 
March, and I was going to represent some of the other Western 
States. 

So, Mr. Chairman, I have a statement in this record from the Colo- 
rado Public Expenditures Council of Denver that is included as pages 
9 to 13, and wit P sere permission, I would like to have that filed as a 
part of the record without further reference to it. That is except to 
say that the statement is a reprint of a statement made in Denver, 
Colo., by Senator Gordon Allott on February 24, when we discussed 
these various bills and the questions before this hearing. 

With your permission I would like to just ask that this be included 
in the record. 

Chairman Barven. Without objection, it is so ordered. 

(The entire statement is as follows :) 


TESTIMONY BY FRED W. BENNION, EXECUTIVE DirREcTOR, WYOMING TAXPAYERS 
ASSOCIATION, CHEYENNE, Wyo. 


I am Fred W. Bennion, executive director of the Wyoming Taxpayers Associa- 
tion and regional field coordinator of the National Conference of State Tax- 
payer Executives for the States of Wyoming, Montana, Colorado, New Mexico, 
Idaho, California, Washington, Oregon, Nevada, Utah, and Arizona. I have been 
an employee of the Wyoming Taxpayers Association since 1946 and field coordi- 
nator for the national conference for 4 years. Prier to World War II, 1 was 
executive secretary of the Adult Education Council of Denver, Colo. During 
the past 2 years, in addition to other duties, I have been a member of the fi- 
nance subcommittee of the Wyoming’s Citizen Committee on Educational Prob- 
lems. Mention of this assignment is made because later in my testimony I shall 
refer to this committee, appointed by the Legislative Interim Committee of the 
State of Wyoming. 

I am appearing today in my capacity as executive director of the Wyoming 
Taxpayers Association * and also as field coordinator for the 11 Western States. 


WHY DOES THE WYOMING TAXPAYERS ASSOCIATION OPPOSE FEDERAL AID TO EDUCATION ? 


It will lead to Federal control 


Your committee and others before it have listened to seemingly endless tes- 
timony on this point and I do not intend to devote much time to the issue. Suffice 
it to say that everyone seems opposed to legislation which would impose controls. 
But, is it possible to draft good legislation without stipulation as to how the money 
will be expended? Furthermore, there is no way to make a promise of noninter- 
ference binding. Congress may at any time write a new law. It is only rational 
to expect that ultimately the Federal Government will supervise that which it 
subsidizes. Not only should this be expected, but it is desirable that control be 
exected over programs the Federal Government subsidizes. 


2The Wyoming i Association, organized in 1937, is a private, nonpartisan, non- 
Treatina. he association code Sone fi : + 


pos ne 8 economy and efficiency in Government through 
mproved administration procedure and simplified organization; acts to offset pressure 


groups contriving added Government services for their own particular benefit; provides 
assistance to State and local governmental officials through the preparation of unbiased, 
factual studies; is com of over 1,000 members from all counties in Wyoming; and 
is the only agency in Wyoming, public or private, giving wide publicity to the tinancial 
affairs of Federal, State, and local governments. 
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The “brick and mortar” approach to Federal aid is merely an opening wedge 
for those who would have Federal control of schools. The fact that present pro- 
posals may provide no interference in the curriculum and operation of schools 
is only pertinent insofar that the new proposals have a better chance of receiving 
congressional approval. 

General aid to education proponents will be back as soon as Congress has dis- 
posed of the current proposals. These persons have been with us for a long time 
and are not discouraged easily. In 1919 a bill was submitted to Congress pro- 
posing $100 million for education to be matched by the States. At that time $200 
million was about 20 percent of the total amount being spent on schools. In 
more recent years proponents have proposed $300 million, which if matched by 
the States, would be less than 9 percent of the total spent on schools. 

Now we have school construction proposals. Why? The need for more money 
for the operation of schools has not diminished. The new bills are more palatable. 

When one reviews the history of the drive for Federal aid, he comes to the 
inescapable conclusion that proponents merely wish to get their foot in the door, 
There will be another Congress. Precedent will have been established and once 
we start accepting Federal aid it becomes most difficult to reverse the trend. 

Federal aid will bring control. If the first bill adopted prevents control then 
ultimately another Congress must impose restrictions. The Morrel Act of 1862 
established the land-grant college program. It was set up on the basis that there 
would be no control, and then Congress found that “the States were dissipating 
the assets in such political ways that Congress had to set up specific controls.” * 
(See answer to question 3 in addendum.) 

2. It is financially unwise 

Last year $6.9 billion was expended for current operations and $2 billion for 
capital outlay to provide education for children in the public schools. These 
figures point up that the best way to aid education is to cut Federal taxes and 
leave the money for education in the States. The only proper way to reduce 
taxes is to first reduce expeditures; otherwise, we merely add to our debt with 
all its attendant inflationary features. 

It is estimated the $7.4 billion Federal tax reduction relieved Wyoming tax- 
payers of taxes amounting to $11.5 million. That sum is a million dollars more 
than the State of Wyoming will guarantee to local school districts under our 
education foundation program for 1955. 

The per capita State debt in Wyoming is $15. This compares with a national 
average of all States of $50. Contrast these figures with the per capita Federal 
debt of over $1,700 for every man, woman, and child. The interest alone on the 
Federal debt amounts to $42 per capital. Why in the name of commonsense 
should Congress add to this debt by granting aid to education when the money 
must come from the States which are by contrast almost debt free? 

I think that part of the answer lies in the fact that there is a close relation- 
ship at State and local levels between appropriations and tax increases. The 
two go together. To build a new school means adding millage to the prop- 
erty tax. 

The tax boost and its sponsors are labeled and identified. The wish to pro- 
vide funds for worthy purposes is tempered by reluctance to recommend and 
repugnance to pay higher taxes. State and local officials must keep their spend- 
ing programs within the willingness of the constituents to tax themselves. 

At the remote Federal level there is no direct connection between expenditure 
and a tax rise. Thus, the natural restraints at lower levels of government are 
no longer effective. Proponents of Federal aid can claim credit for benefits be- 
stowed upon communities, but do not have to accept the direct blame for higher 
taxes or inflation. 

There is less pressure to maintain a balanced budget at Federal than at State 
level. Last, but not least, Congress can raise the debt limit without submitting 
it to a vote of the people. 

In Wyoming it is a rare occasion when a bond issue for school buildings is 
defeated. Whenever these issues are voted down it is for the reason that the 
taxpayer is dissatisfied with the type or location of the plant proposed. If tax- 
payers are refusing to approve bond issues for schools in other areas then one 
of the prime reasons, in my opinion, is they are so oppressed with heavy Federal 
taxes they do not wish to vote upon themselves an additional local burden. 


21. Lynd Esch, president, Indiana Central College, 1951. 
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We hear the argument that great sums are being spent abroad and therefore 
the Federal Government should spend money for education within the States. 
Our expenditures overseas have two main purposes: (1) To bolster the mili- 
tary strength of our allies as a contribution to our own defense; and (2) to 
improve the economic status of other nations in the interest of raising standards 
of living and thus building international trade. 

There should be no relationship between these overseas programs and the 
aid-to-education programs being considered today. If Members of Congress 
believe the overseas expenditures to be wasteful, then they have a duty to 
vote down the appropriations. 

Our association can reach no other conclusion than that any proposal for 
Federal grants to States for school construction is financially unwise. Until we 
ean balance our Federal budget and make plans for a reduction in the debt 
and ultimate reduced taxes we should not provide any new Federal aids. 


3. It is not needed 


In answer to this point I intend to show you why Wyoming does not need Fed- 
eral aid for school construction. 

As a matter of fact, I am unable to determine from any source what the 
needs of the Nation are. If one reads very many reports on the subject, he 
soon learns that figures on the total existing shortage of classrooms vary a great 
deal. We see the 340,000 classroom shortage figure being used frequently, 
however, 300,000 and 240,000 are also mentioned. The difference between 340,000 
and 240,000 classroom shortage is $3 billion at $30,000 per classroom. The care- 
less manner in which these shortage of classroom figures are used causes us grave 
concern. $3 billion is 10 times the total amount the professional educators have 
been telling us for many years represents the amount of aid needed in a general 
aid-to-education bill. Yet the $3 billion represents a discrepancy in their own 
estimates of need for school construction. 

If these estimates of need are based on the School Facilities Survey authorized 
by title I, Public Law 815, 81st Congress, compiled by the Office of Education, 
then it is easy to see why there is no real knowledge of the needs. 

Wyoming was one of seven States that did not participate in the survey. 
Ten thousand dollars under Public Law 815 was allotted to Wyoming for this 
study but neither our State department of education nor our professional educa- 
tion organizations in the State saw fit to recommend to our Wyoming Legislature 
that funds be made available for the State to match all or a portion of the Fed- 
eral allotment. We believe this fact to be significant. 

Some of the statements given to me by other States in the West make men- 
tion of this survey and I shall refrain from further comment. 

Because Wyoming did not participate in the Federal survey and because the 
United States Office of Education has no reliable data pertinent to Wyoming, 
permit me to show why Wyoming does not need Federal aid for school construc- 
tion. 

In 1930, the total public school enrollment in Wyoming was 54,505. For 20 
years the enrollment remained stable. In 1949, it began to climb steadily and 
by 1961 we expect enrollment to exceed 86,000. Currently we have 70,000 chil- 
dren enrolled. 

Wyoming has been doing something about schools. In 1948, a constitutional 
amendment was approved which permits a State property levy of 6 mills for 
schools. This amendment provided considerable relief for districts with low 
assessed valuations but a relative high number of pupils. In 1951, the legislature 
directed its permanent interim committee to study educational problems and 
report to the 1953 session of the legislature. The study was made and the com- 
mittee’s conclusions were that there was enough money available for schools if 
better distribution was made of that money. Obviously if you redistributed a 
fixed amount of money you must take some of it away from some districts and 
give it to others. The school districts that were to lose money in the process 
of redistributing aid were opposed to the plan and their representatives in the 
legislature were of sufficient strength to see that the plan in bill form was never 
introduced. I believe that most Federal-aid bills before Congress are based on 
this axiom. 

The legislature, realizing no solution had been reached, again directed the 
interim committee to study public financing of education in Wyoming. This 
committee decided to enlist citizens to study the problem and I was one of 46 
educators and lay persons who worked 2 years on the report. After much 
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study, it was concluded it would be politically impossible to secure any type 
foundation aid program using existing resources. Consequently new sources of 
revenue were recommended and the 1955 legislative session did enact a whole 
new system of State aid which will guarantee $5,500 to every classroom unit 
in the State. 

The legislature did two other things which materially will aid the schools. 
Instead of placing a large portion of Government royalties into our permanent 
school funds, it made the money available on a yearly basis. Secondly, it left 
statutory operating levies at present levels but made it possible for school dis- 
tricts who wish to exceed the 14-mill statutory limit to levy as high as 21 mills 
by submitting the proposition to a vote of the property and nonproperty owners 
in the district. 

Approval by the people of the State of a constitutional amendment which in- 
creased bond debt limits of school districts from 6 percent of assessed valuation 
to 10 percent has completely removed any doubt over the question of ability of 
the districts to finance their school-building needs. This amendment was ap- 
proved in November of 1954 and will be effective in May of 1955. 

Our association had real doubts concerning the need for the increased bonding 
capacity. Our reasons were based on a study we made. Of our 307 school dis- 
tricts in the State, we found that 213 had no debt; 53 districts had debt between 
2 and 3 percent of assessed valuation; 17 districts had debt of between 3 and 4 
percent ; 15 districts had debt between 4 and 5 percent; and only 9 districts had 
debt between 5 and 6 percent of assessed valuation. 

We did nothing to oppose the amendment, however, because our study re- 
vealed that 34 percent of the State’s total enrollment was in the 9 districts who 
were close to their limit of bond capacity. 

Now with a 66 percent increase in bonding capacity, there are no school dis- 
tricts in Wyoming that are distressed because of lack of funds for building 
purposes. 

As a matter of fact, we wonder if the school officials will use this bonding 
capacity for classrooms. Two of the nine districts which claimed they needed 
the amendment to build classrooms have just recently announced plans for a 
new gym in one district and new gym and swimming pool in another. One of 
the gyms is planned for a seating capacity of 5,000. The latest population 
figure for the whole county in which the district is located is 5,500. We do not 
think that gyms or swimming pools should not be built but we do believe class- 
rooms should come first. If Federal aid is provided for Wyoming, with mini- 
mum controls, a good part of the money will go to gyms, auditoriums, swimming 
pools, cafeterias, and their adjuncts. 

If you believe my statements biased, listen to a quotation from a report of the 
office of the State superintendent of public instruction: ‘““Wyoming currently has 
1,308 elementary and high-school students in excess of normal capacity of its 
classrooms.” The report goes on to say that “125 instruction rooms are sched- 
uled for completion during the current school year and other classrooms are in 
the process of construction, but are not scheduled for completion this year.” 

From another release by the State education commissioner, we quote: “Enroll- 
ment in Wyoming’s public schools has skyrocketed in the last 9 years but school 
construction has been keeping pace.” 

Since 1945 at least $25 million in bonds have been issued for school construc- 
tion; $25 million divided by $25,000 (estimated average cost of a classroom in 
Wyoming) would have provided 1,000 classrooms. With 25 pupils per classroom, 
these 1,000 classrooms could accommodate 25,000 pupils. 

Enrollment in 1945 was 52,000 pupils and in 1954 was 68,000, an increase of 
16.000. The difference between the actual increase in enrollment of 16,000 in the 
10-year period and the 25,000 can best be explained by acknowledging that not 
over one-fourth or one-third of the total area of many a school is devoted to 
classrooms, administration, and circulation. 

As further proof that citizens and educators alike believe we are keeping pace 
with increased enrollments, I point to the fact that the legislature interim com- 
mittee in its 4-year study of educational problems never touched the question of 
school buildings except to acknowledge long-range plans must be made for con- 
tinual growth. 

The State of Wyoming provides no State aid for school buildings. This point 
by itself is unimportant but coupled with the fact that educators in my State 
have never asked the legislature for a State-aid program for school construction 
makes it most significant. The reason why no proposal for State aid for school 
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buildings has been presented to our legislature is the most everyone knows that 
needs vary a great deal among the districts of the State. 

Any bill which provided money to only those districts which needed help would 
meet with defeat. Any bill which provided money to all districts would have 
“pork barrel” features and be a waste of precious dollars. Most everyone recog- 
nizes that our State has far too many districts. Reorganization of districts is a 
slow process bus gradually more and more persons are becoming interested in 
the advantages of larger and stronger districts. A program of aid for build- 
ing from either the State or Federal level would retard reorganization of dis- 
tricts. Before educators come to the Wyoming Legislature with a plan for State 
aid for buildings, they know they must also present a master plan of reorganiza- 
tion. No doubt this will be done someday but the need is not sufficient at 
the present. 

One proponent of Federal aid said, “The problem is so great that it is beyond 
the financial capacity of the States or local communities to meet it—particularly 
in those rural States where there is relatively little wealth that can be taxed 
on behalf of the schools.” * 

Wyoming is certainly a rural State. Inasmuch as 75 percent of all operating 
revenue for schools and 100 percent of revenue for school construction must come 
from property taxes, we certainly are a poor State. The total assessed valua- 
tion of the State of Wyoming is a little over $700 million. The city of Denver, 
Colo., has an assessed valution of over $900 million. The city of Atlanta, Ga., 
has assessed valution equal to the State of Wyoming. 

As further proof that my remarks are representative of the thinking of all 
persons in the State, I call your attention to the editorials reprinted on the last 
pages. Also, I would like to advise you that I did not select editorials in support 
of my testimony. I wrote every editor in the State of Wyoming and told him 
I would present his viewpoint regardless if it coincided with our association. 
On the date of this writing no editorials had come to my attention in favor 
of Federal aid. 

If Wyoming with its limited resources and 99,009 square miles of school dis- 
tricts can meet this problem, we believe other States can do the same. We do 
not believe Federal aid for school construction is financially wise; we believe 
any bill passed by Congress will eventually lead to control of schools; and we 
do not need nor want Federal help. 

I appreciate very much the opportunity of presenting these comments from 
our Wyoming Taxpayers Association. If you will permit me, I would like very 
much to read the statements from the other Western States. 


COMMENTS ON CURRENT PROPOSALS REGARDING FEDERAL AID FOR EDUCATION * 
Colorado Public Expenditure Council 


In the following paragraphs are set forth observations and comments regard- 
ing the State of Colorado’s interest in, and need for, Federal aid for educational 
purposes. The viewpoints expressed herein are not to be considered as endors- 
ing or opposing any of the proposed bills to which specific reference may be made, 
inasmuch as the Colorado Public Expenditure Council neither endorses nor op- 
poses specific legislative proposals. Rather these observations are presented to 
inform, and to stimulate public discussion to the end that citizen expression will 
be helpful in determining the public interest in this vital issue. The first section 
will contain general observations while the second section will deal with more 
specific matters related to S. 968, S. 5, and S. 686 pending before the 1st session 
of the 84th Congress.* 


1. Education a function of State government—a basic principle 


(a) Education is a function and responsibility of State governments, a power 
reserved to the States under article 10 of the Bill of Rights. 

(b) School districts, counties and cities are political subdivisions of the State, 
created by the State, and a responsibility of the State. 

(c) If and when any political subdivision of the State fails to discharge the 


function of government for which it was created, then the first responsibility for 
the fulfillment of that function reverts to the State alone. 


*George J. Hecht, publisher of Parents’ magazine, radio-television program Answers 
for Americans. 
Ss Reprint of statement pr 
Gordon Allott, February 24, 


5The second section has been reprinted as an addendum inasmuch as the material 
relates to legislation originating in the Senate. 


esented at a special meeting called by United States Senator 
1955, in Denver, Colo. 
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(d) Only after the State government has reassumed responsibility for dis- 
charging a function relinquished by, and formerly vested in, a political sub- 
division, and only after that State government, through its legislative body of 
elected representatives of the people, has acknowledged its inability to discharge 
such function of government and has officially requested assistance from the 
Federal Government (or more properly, has delegated such function to the Fed- 
eral Government), should the Federal Government assume such function of gov- 
ernment. 

In keeping with this basic principle of government it would appear only logical! 
that before Colorado be considered as a prospective participant in any Federal 
aid for school construction, as proposed under §S. 968, the State government 
should “put its own house in order” in the matter of financing public education, 
In this connection it should be noted that an Interim Committee of the Colorado 
Legislative Council is scheduled by legislative resolution to undertake a study 
of the whole problem of financing public education in Colorado during 1955 in 
order to permit the General Assembly to review this matter in 1956. In addition, 
attention is invited to the work of the Colorado Citizens’ Commission for the 
Public Schools, more recently designated as the Colorado White House Confer- 
ence Committee on Education. “How can we get the school facilities needed?’ 
is second only to the question of “what should our schools accomplish,” in the 
eyes of the national committee under which this State committee is functioning, 
according to a statement by Dr. H. Grant Vest, Colorado Commissioner and a 
member of the national committee on the White House Conference as set forth 
in a guest editorial on page 4 of the Colorado School Journal for 1955. This local 
and national study, in conjunction with a national study by the Committee on 
Federal Aid to Education of the Intergovernmental Relations Commission, should 
provide some basis for an intelligent answer to this problem. Any action by the 
Federal Government prior to the completion of these committe reports would be 
considered by many to be premature. 


2. Federal aid means Federal control 


Second only to the basic principle of governmental relationships set forth in 
the foregoing paragraph is the proved political axiom that “power follows the 
purse.” Most students of government and public administration will agree not 
only that this axiom is true, but that it should be true. One of the strengths of 
local government is that the duly elected representatives of the people have the 
responsibility for raising public funds as well as appropriating them for expendi- 
ture. Contrariwise, one of the basic weaknesses of American public finance is the 
separation of these two functions of government. 

Of particular interest in the present situation is the double-barrel criticism of 
S. 968 by certain spokesmen for the National Education Association and the 
Council of Chief State School Officers that the bill offered ‘“‘too little aid and too 
much control.” Why less control might be expected if more funds were available 
is an interesting though obviously contradictory conjecture. 


5. “We'll take less from Government if Government will take less from us” 


In connection with the overall philosophy of governmental relationships and 
particularly in the matter of burdensome Federal taxation, attention is again in- 
vited to the Federal Finance Conference sponsored by the Colorado Public Ex- 
penditure Council in Denver on January 19, 1954. The theme of the conference 
was stated in the invitation to 70 organizations in Colorado and Wyoming as 
“What Federal spending programs shall we give up in order to cut taxes?’ 
Forty of the organizations accepted the invitation and participated in the con- 
ference, and 29 submitted written statements on the subject bearing approval of 
the policy board of such organizations. This conference attracted nationwide 
attention and has been used as a model in several other States since that time. 

In connection with this theme, it must be noted that recent Federal income tax 
reductions are estimated to leave approximately $60 million in Colorado which 
in previous years had been required in Federal income tax. In line with the 
basic philosophy of the Federal Finance Conference, this money is now available 
for State and local government expenditures if it is needed. 


4. The Federal School Facilities Survey is open to challenge 


Under authorization by the 81st Congress and an accompanying appropriation 
of $3 million to pay one-half of the cost, school facilities surveys were con- 
ducted in 39 States and 4 Territories and data therefrom were incorporated in a 
December 1953 publication of the United States Office of Education entitled “Re- 
port on the Status Phase of the School Facilities Survey.” This survey at- 
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tempted to measure State current school construction needs and the ability of 
each State to finance those needs. It concluded that not a single State, and only 
Hawaii and the Virgin Islands among the Territories, had applicable resources 
sufficient to finance the needs as estimated in this survey. 

The results of this survey have been openly challenged by tax research asso 
ciations in many of the States. It appears obvious that the research efforts in 
the various States would have received much greater interest at the time they 
were conducted had it been known that they would be the bases for Federal-aid- 
to-education proposals. The Colorado study, for example, was conducted prior 
to the reappraisal program which inc.eased as.esseu \ a.uation statewide by more 
than 40 pereent, and thus invalidated the survey’s main measurement of re- 
sources—the bonding capacity of the school districts. Other criteria used in the 
survey have been challenged. For example, a newly constructed high-school 
building in the State of New Mexico was rated unsatisfactory merely because the 
school site included only 9.3 acres instead of 10 acres. 

The Colorado State Department of Education has completed, and is in the 
process of publication, a revision of the Colorado school facilities survey. Data 
presented on page 3 of Colorado School Building Situation, a statement pre- 
sented by the Colorado Education Association before the Subcommittee on 
School Construction of the Senate Committee on Education and Labor, Janu- 
ary 27, 1955, would indicate the forthcoming department report would reduce 
the figure calculated to be the difference between present bonding capacity and 
actual building needs from $49,800,000 to $13,700,000. This latter figure is cer- 
tainly no indication of the State’s inability to meet the projected building needs 
of the public schools in Colorado. This is particularly so in view of the fact 
that bonded debt limitations in Colorado are controlled by statute only and 
have been adjusted substantially during the past several years. In fact a bill 
will be considered by the current general assembly to revise upward bonding 
debt limitations of county and union high school districts. For example, an 
increase of one-half of 1 percent in the overall bonded debt limitations of the 
State would provide the deficit figure shown in the CEA statement. 

An important factor which should be mentioned in connection with the meas- 
ure of needs for classroom space in Colorado and in other States is the ques- 
tion receiving more and more public attention, of fuller utilization of school 
building facilities. While <louble sessions have been too readily described as 


“overcrowding,” the experience of the past few years with these double ses- 
sions should be used as a basis for further careful study of the double use 
of buildings, particularly in the junior high school and senior high school 


grades. When Colorado faces the problem of providing classroom space at 
these upper levels of public education where the investment required to pro- 
vide classroom space for each student is, in many instances twice or more the 
figure required to provide that same space while he was in elementary school, 
a very serious study will be given to the possibilities for fuller utilization of 
the classroom facilities, if not for an 11-month period, then at least for an 
extended daily schedule. If it is possible to accommodate approximately twice 
as many students in a given building facility—and taxpayers may demand 
that educators do this—then the estimated construction needs of the public 
schools could be reduced substantially over those calculated in the nationwide 
school facilities survey mentioned above. 


5. $1 billion in Federal aid costs Colorado $9 in taxes 


In considering any and all Federal spending programs, Coloradoans should 
keep in mind a strictly selfish factor that for each billion dollars appropriated 
from the Federal Treasury, Coloradoans will contribute approximately $9 mil- 
lion in Federal taxes. While this viewpoint should not prevail in matters of 
national defense and other Federal Government functions necessary to the 
national safety or welfare, it is a factor which must be taken into considera- 
tion in any program of Federal support for the normal functions or govern- 
mental services which are provided by State and local governments, and is 
most appropriate in this particular instance. Simple arithmetic should be 
applied to any proposed program to determine whether or not the State of 
Colorado will receive in Federal grants in aid an amount equal to the Federal 
taxes which would be imposed to finance such a program. The distribution 
factor written into each of the Senate bills mentioned above is one of the ratio 
between the per capita wealth of the State and the average per capita wealth 
of the Nation. This ratio, based on 1953 figures of $1,709 national per capita 
income and $1,675 Colorado per capita income, results in a factor of .9801. 

59521—55—pt. 2——_18 
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This would indicate that Colorado’s share in any distribution would be 2 per 
cent greater than the average. On the other hand, a State by State ranking 
of per capita income would indicate that Colorado’s per capita income is 20th 
in the Nation. It may be concluded that Colorado’s share in any distribution 
would be approximately the average for the Nation if other circumstances per- 
taining to such distribution permitted the State to participate. 


€. A future reallocation of existing State revenues 


A final factor of importance considered in Colorado State finances, particularly 
in view of recent Federal legislation expanding the coverage and liberalization 
of benefits of old age and survivor’s insurance program, is the conjecture of 
possible future reallocation of some of the State’s excise taxes which, to this date, 
have been necessary to finance the State’s old-age-pension program. While it 
would be premature to speculate as to the anticipated report of the recently ap- 
pointed Governor’s Commission on the Aged, it is reasonable to anticipate that 
in the foreseeable future presently earmarked excise taxes will not be neces- 
sary to finance the pension program at existing levels. 


COMMENTS ON SPECIFIC BILLS REGARDING FEDERAL AID FOR EDUCATION ° 


Colorado Public Expenditure Council 
(a) 8.968 


It would appear doubtful that Colorado would find it necessary or desirable to 
participate in the program set up by S. 968. In the first place the bill antici- 
pates a State building authority. While it would be necessary to review the ex- 
tent and function of the use of such building authority (reportedly in effect in 8 
States at present) the only real justification for such authority appears to be in 
a situation where the bonding capacity—both as to legality and as to salability of 
bonds—has reached a terminal point with the local subdivisions. In other words, 
building authorities are merely a circumvention of the bonding limitations im- 
posed by Federal and State constitutional and statutory debt provisions. Inas- 
much as Colorado’s school district debt limitations, as noted above, are fixed by 
law, the general assembly could adjust the debt limitation as easily as it could 
create a separate corporation to circumvent existing debt limitations. 

(1) While the State might participate in the grants for administrative costs 
for State program designed to overcome obstacles to local financing, there would 
appear to be little justification for requesting or accepting such grants for this 
purpose in Colorado. 

(2) An interesting provision of S. 968 is the one which would require the State 
school building program to be constructed in accordance with State construc- 
tion law and standards. Although there is rising public sentiment for strengthen- 
ing the Colorado State Department of Education—and justifiably so in view of 
the tremendous expenditure for public schools—the Colorado General Assembly 
has not seen fit to place any control over local public school building construction 
in the State department. This, it would appear, would be a first and prior step 
before the State could reasonably anticipate participation in the Federal program. 


(6) 8.5 


(1) From an administrative point of view attention should be given to section 
4 of the bill that the main factor in the apportionment formula is the school-age 
population of the State. Most revisions of State finance acts in recent years, 
including Colorado, have abandoned the census or school-age population basis 
for distribution and have substituted therefor the average daily attendance in 
the public schools. The obvious reasons behind this change are that census does 
not reflect the school load as evidenced by attendance, nor does it reflect the pro- 
portion of students attending nonpublic schools, e. g., private or church schools. 

(2) The bill raises an obvious question in section 5 by asking for a description 
of the “steps, if any, which have been taken toward making full use of State and 
local financial resources in the construction of school facilities * * *.” This 
presupposes, it would appear, two factors basic to any jointly sponsored public- 
school program, that of, first, equalization of assessment together with an ac- 
ceptable measure of economic ability and effort to support public schools at the 
State and local level, and secondly, a standardization of bonded debt limitations, 


®Continuation of statement presented at a special meeting called by United States 
Senator Gordon Allott, February 24, 1955, in Denver, Colo. 
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or administrative devices which would measure debt limitation against a hypo- 
thetical standard and then increase or decrease Federal aid accordingly. This 
overall problem of measuring local effort is undoubtedly the most difficult en- 
countered in various State programs of State aid to local school districts, and 
would be expected to result in some most unusual and interesting situations if 
the Federal Government were to undertake the problem on a nationwide basis. 


(c) 8S. 686 


(1) This bill is written in very general terms but does include the census basis 
of school-age population as a factor in the apportionment formula. The formula 
also contains a debatable provision of including the State funds expended for 
construction of school facilities during the last 3-year period in arriving at one 


of the quotients. The equity of this provision might be extremely difficult to 
determine, 


COMMENTS ON MAJOR PROPOSALS FOR FEDERAL AID FOR SCHOOL CONSTRUCTION 
Wyoming Taxpayers Association 


Wyoming could not participate in Federal aid under any of the proposals dis- 
cussed without State legislative action. The two greatest obstacles in securing 
State legislative action would be: (1) Authorization for matching funds; and 
(2) Granting authority to some State agency (presumably (he department of edu- 
cation) to draw up a State plan which would set standards, location, and priority 
of need, taking into account the relative financial resources of the districts. 

The various formulas for allotment are in general based on two factors: (1) 
Ratio of 5-17-year-olds in the State to comparable figures for the Nation; and 
(2) ratio of per capita income of Wyoming residents to per capita income of the 
Nation. Because Wyoming has relatively few children but a relatively high 
per capita income as compared with the Nation as a whole, the State would bene- 
fit very little because the taxes the State would have to raise to pay Wyoming’s 
share of the national bill would equal any amount the State might receive in 
Federal aid. 

We do not wish to leave the impression that the Wyoming Taxpayers Associa- 
tion is opposed to the bills under consideration because the State would not re- 
ceive any appreciable amount of aid. True, from a practical viewpoint this 
fact is one reason why we are opposed but we are cognizant that because the 
Federal Government has no surplus of funds to distribute, then it becomes ob- 
ligatory to get the money from the States and redistribute it. In the process 
some States will benefit in the dollar exchange and others will lose. This is 
inevitable. 

Our objections to the proposals are more fundamental. We believe: 

(1) Federal aid is a device which permits the Federal Government to enter 
fields of activity denied to it by the Constitution ; 

(2) Federal aid is spent for local purposes rather than national purposes, thus 
leading to sectional jealousies and jockeying for special benefits ; 

(3) Federal aid leads to extravagant spending by both the Federal Govern- 
ment and the States because (a) special interest groups exert pressure on Con- 
gress for appropriations, and (b) States are tempted to spend more freely 
in order to match available Federal grants; 

(4) Federal aid leads to distortion of State budgets and tends to destroy 
budgetary control ; 

(5) Federal aid violates the doctrine that the Government which spends the 
publie moneys should be responsible for its collection ; 

(6) Federal aid leads to centralization by (a) establishing Federal direction, 
supervision, and control of local activities, and (b) by creating vast, unwieldly, 
and expensive central bureaucracy ; and 

(7) Federal aid will eventually lead to Federal monopolization of the taxing 
power, thereby destroying the most essential bulwark of local independence. 

If the rate of growth in Federal subsidy programs to the States in recent years 
continues, then it is obvious that someday the States will become little more than 
mere administrative subdivisions of the National Government. 

_ When the educators point to all the Federal aid programs and then state that 
there is discrimination against education, in our opinion, they are not making a 
case for Federal aid for schools but rather they are expressing a real fear that 
the Federal Government has gone too far in its grant-in-aid programs to the 
States. 
H. R. 8770 (same as S. 968) : 
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Title [: Makes provision for Federal Government to purchase local school 
district building bonds. Wyoming could not qualify under this title because 
evidence has to be presented that the bonds were up for public offering and 
could not be sold at a reasonable rate of interest. 

Title IL: Makes it possible for the Federal Government to enter in agreements 
with State school building agencies for making advances to funds established by 
such agencies to help assure payments of bonds. Wyoming could not qualify 
under this title because we have no State school building agency and only the 
legislature has the power to create such an agency. 

Title III: Makes provision to match State grants to local districts which can- 
not build schools under title I and title Il. Wyoming could not qualify under 
this title because the State legislature has made no provision for matching Fed- 
eral aid for school construction. Also even if State matching funds were made 
available, Wyoming could not qualify because the district must show evidence of 
a lack of economic capacity. No school districts in Wyoming are bonded to 
capacity. 

Title IV: Makes provision for Federal aid to States for administration of 
State programs to increase school construction. Wyoming could not qualify for 
aid under this title because it requires State matching. 


Federal outlay for H. R. 3770 or 8. 968 


OE ERE ee EE NE ILLIA A SO $750, 000, 000 
Establish State reserves 150, 000, 000 
I Re CG airerterneecietathiitinniiitaeedenitnn tiem somrtomrninamnems 200, 000, 000 
Matching aid for administration 20, 000, 000 


, 000, 000 
Wyoming’s share of Federal outlay 2, 244, 000 
Estimated benefit to Wyoming.____________-__ pa CIR Bie et Sp None 


H. R. 14 (Allocation provisions also apply to H. R. 15, 8. 480, and 8, 522) : 

The allotments to States are based on the relationship of total 5- to 17-year-old 
children in each State to the total for the Nation in the same age group. 

This means that of any amount appropriated by Congress, Wyoming would 
be eligible to receive 0.0020. It would be necessary for Wyoming taxpayers to 
share in the cost of any Federal program and percentagewise this coincidentally 
amounts to 0.0020. In terms of dolars, if Congress appropriated $500 million 
each year for 5 years, we could qualify for $1 million each year but it would cost 
Wyoming taxpayers $1 million as their share of the national bill. 

Section 2 of the bill states that “in spite of sustained and vigorous efferts by 
the States and local communities to provide education, the number of classrooms 
available falls far short of the number needed.” However in section 3 in defining 
“school facilities” the bill includes not only classrooms but related facilities. 
The bill excludes stadiums, land, and offsite improvements outright but exc'udes 
“structures or facilities intended primarily for athletic exhibitions, contests, or 
games or other events” only when admission is charged the general public. 

Without further controls on how the money is to be spent, it seems the present 
bill may invite planners to build all sorts of “related facilities” which may be 
desirable but impracticable in the face of needed classrooms. 

Section 6 directs that for a State to be eligible it must submit a Statezplan 
which shall among other things: 

(1) Designate the State agency responsible for administering the plan. 

(In 1948 the legislature designated the State board of education of the 
State of Wyoming as the agency to accept this responsibility. It is logical 
that they would delegate this authority to the State department of education.) 

(2) All funds expended must be for projects approved by the State agency. 

(3) The State agency determines priority but in setting priority the State 
plan must take into account the relative financial resources of the school districts 
and the efforts which have been made to meet their needs. 

(Recent experience in creating the foundation program for education in 
Wyoming leads us to believe we have no State agency which could devise 
a plan which would be acceptable. We do not mean to depreciate our State 
department of education but historically the school districts have depended * 
upon the legislature to do the planning and the education department: merely 
administers. ) 

(4) Provide for establishment of standards for planning and constructing 
school facilities. 
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(This function has always remained with the local districts in Wyoming 
and the State department of education has neither the personnel, money, or 
authority to embark on this new endeavor.) 

Section 8 provides for matching funds by the State or local districts. 

(Wyoming statutes (Session Laws 1943, ch. 118) state that Wyoming may 
accept the provisions of any act of Congress having for its purpose Federal 
aid to education to the several States: Provided, That such act authorizes an 
outright grant of Federal aid, and requires no matching or other contribu- 
tions of funds by the State.) 

Inasmuch as school districts are political subdivisions of the State, it would 
seem that we could not qualify for Federal aid because neither the State nor the 
school districts could match any Federal funds. 

Therefore it appears that for every $500 million Congress appropriated for 
Federal aid for school construction, it would cost the taxpayers of Wyoming a 
million dollars and Wyoming schools would receive no benefit. If present statutes 
were repealed and authority granted to match Federal funds, we could qualify 
provided the legislature wished to vest authority in the State board of education 
to submit a plan for State building needs. The State would also have to give 
the State Department of Education all the powers enumerated in the Federal Act. 

H. R. 1565 (same as 8. 5): 

Section 5 provides, alike H. R. 14, that before a State can participate it must 
submit a State plan. As outlined, in commenting on H. R. 14, no State agency 
in Wyoming has any authority to set up a State plan. This power would have to 
be granted by the legislature which normally will not meet until January 1957, 
just 6 months before the expiration of the act. It would be impossible for the 
State department of education, in any event, to present a statewide plan before 
the act expires. 

An interesting portion of section 5 is that which makes it necessary for the 
State to describe the steps, if any, which have been taken toward making full use 
of State and local financial resources in the construction of school facilities, in- 
cluding the steps, if any, taken toward formulating sound long-range school 
construction programs in local areas and attaining a more efficient organization 
of school districts in the State, and to set forth principles for determining the 
relative priority of projects. In doing this the State should take into account 
the need and the resources of the school districts. 

These questions on what has been done; what are the needs; what are the 
resources; and are the districts organized efficiently seem very pertinent ques- 
tions and at least the taxpayer deserves the answers. 

Unfortunately, however, it does not make any difference what the answers 
turn out to be insofar as participation by the various States is concerned. The 
Federal Government would allot the money based on other factors which have 
no relation to the effort a State has made to provide school buildings. 

This fact bears out that the Federal Government should provide some real 
controls over that which it subsidizes. 

Paragraph (5) of section 5 provides that the State plan must show the amounts 
of the State funds which will be available to the districts; the method of dis- 
tribution of such funds; “together with satisfactory evidence there will be n® 
diminution of State effort in meeting total costs of public education * * *.” 

It would be interesting to learn what would constitute “satisfactory evidence” 
that there will be no diminution of effort. State legislatures appropriate these 
State funds and it would be meaningless to secure any promise that they would 
not lessen their efforts. Any commitment made would not be binding for it 
could be annulled by the next legislature. 

Paragraph (7) of section 5 provides that the State plan will establish stand- 
ards for loeating, planning, and constructing school facilities. 

To get a good State plan, without a 2-year period of study and a 5 to 10 year 
period of enlightenment, which would relocate any school buildings seems a 
dream. A State plan presented without study would locate school buildings 
according to the local districts wishes and consequently perpetuate an inefficient 
system ofvorganization. 

From Mr. Keith Thomson, Congressman from Wyoming, we received a table 
of figures prepared by the House Committee on Education and Labor which 
provided the amount of allotment each State could qualify for under S. 5 and 
H. R. 1565. We computed how much each State would have to pay in taxes if 
Congress appropriated the $500 million. 
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As a result of this compilation, listed according to regions, we find that 22 
States will contribute $130 million to 26 States and their Territories. With the 
matching provision of H. R. 1565 and 8. 5, the bill is in effect forcing $1 billion 
of expenditure in order to provide $130 million in aid. 

A second observation concerns the new 34-State survey. We understand 
United States Commissioner of Education, Dr. Brownell, has stated that half 
of the Nation’s school shortage reported is found in the States of Alabama, Cali- 
fornia, Texas, Georgia, Pennsylvania, Michigan, Florida, and Tennessee. 

The allotments for these 8 States total $157.3 million but because California, 
Pennsylvania and Michigan would be forced to pay more for participation than 
they would benefit the total cost to the taxpayers of the 8 States would be $159.2 
million. To force upon these 8 States a Federal tax burden of $159.2 million in 
order to receive $157.3 million seems a strange manner in which to solve the 
problem. 

In the table which follows, we computed the allotments by States under H. R. 
14 based on $500,000 appropriation. 

We find under the formula proposed in H. R. 14 that 19 States will contribute 
$62 million to 29 States. With the matching provisions of H. R. 14 the bill in 
effect forces $1 billion of expenditure in order to provide on $62 million of aid. 

There must be a better way to stimulate school building construction and we 
believe if Congress will leave the matter up to the States the problem will be 
solved in a much more satisfactory manner. 


Allotment and tax cost of Federal aid for school construction under 8. 5 and 
H. R. 1565 and H. R. 14 
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Allotment and tax cost of Federal aid for school construction under 8. 5 and 
H. R. 1565 and H. R. 14—Continued 
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' Actual Federal tax collections for fiscal 1952 ascribed to the States as follows: Direct taxes on indi- 
viduals were allocated to the States on the basis of individual income, old-age insurance, and railroad 
retirement taxes for fiscal year 1952 as reported by the Bureau of Internal Revenue; all other taxes were 
allocated to the States on the basis of income payments in calendar year 1951. 

2 Includes District of Columbia. 


Allotment and cost by regions under 8. 5 and H. R. 1565 
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Allotment cost by regions under H. R. 14 


Allotment Cost Difference 
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1 Figures do not add to totals because of rounding numbers to hundreds of thousands. 


{Casper Tribune-Herald, February 11, 1955] 
QUESTIONABLE ScHooL SURVEY 


The drive for Federal aid to education has long been predicated on the theory 
that State and local authorities lack sufficient resources to finance all public- 
school needs. That was as true in New Deal days as it is now when the backlog 
due to the wartime construction lag builds into a fantastic figure. 

But there has been little real effort to determine what local resources are, in 
terms of the distribution of tax revenues as well as exploitation of revenue 
sources, nor, so far as we know, are comprehensive studies along this line being 
made. 

The figures usually put forward are those compiled by the United States Office 
of Education, hardly a disinterested agency, and published in December 1953. 
The claim made in this study, according to Fred W. Bennion, executive director 
of the Wyoming Taxpayers Association, is that not a single State then had 
applicable resources sufficient to finance immediate school construction needs. 

To this Mr. Bennion takes exception on the basis of an analysis prepared by 
the National Conference of State Taxpayer Executives. 

“The inaccuracy of the Federal survey is particularly evident in New Mexico,” 
he says. “Between March 1951 and December 1953, the State spent $17.5 million 
for new school construction and more than $2 million for repairs to buildings. 
During the first 6 months of 1954, another $7.7 million was authorized in bonds 
for new school construction. This grand total of $27.7 million apparently came 
out of ‘applicable resources’ of $7.2 million listed in the Federal survey.” 

We find greater interest in yet another item. Says Mr. Bennion, the new 
$675,000 high school in Santa Fe was rated “unsatisfactory” in the Federal 
survey because it had a site “of only 9.3 acres rather than the recommended 10.” 

The question of what constitutes adequate school-plant facilities looms large 
in any consideration of financial needs. It is not clear that conventional stand- 
ards are in all respects longer valid, or can be supported, and it is even less clear 
in view of the Santa Fe rating. 


[Wyoming Eagle] 
ScHoot ENROLLMENT Soars, CONSTRUCTION KEEPS PACE 


Enrollment in Wyoming’s public schools has skyrocketed from 52,266 to 64,284 
in the last 9 years but the school-construction program has been keeping pace, 
Ray E. Robertson, State education commissioner, disclosed yesterday. 

“The peak of the increase in grade-school enroliment throughout the State now 
appears at the fourth-grade level with a total enrollment of 6,112 pupils—an 
increase of 1,407 since 1945,” Robertson said. “The first grade, however, has 
the largest number of boys and girls, 6,761.” 

The education commissioner said the high-school enrollment has shown a slight 
increase during the last 4 years, and the present large grade-school enrollment 
undoubtedly will make a definite impact on high-school enrollment figures for at 
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least the next 10 years unless there is a drastic change in the economic picture 
of the State. 

“It is interesting to note that the total enrollment in our Wyoming public 
schools in 1945 was 52,266 and that the present enrollment, including kinder- 
garten through 12th grade is 64,284,” he said. “This is an increase of 12,018 
pupils in the last 9-year period.” 

During the same period, school construction has moved ahead rapidly. 

“It is safe to estimate that the total school-building construction program in 
Wyoming, from 1945 to 1954, including rural, elementary, junior high, and high 
school buildings and special service additions, will now total $25 million,” 
Robertson said. 

He explained this figure includes the total amount of bonds issued from 1945 
to 1954 as well as the construction completed through the creation of building 
reserve funds. 

He said there had been some type of school-building construction in each of 
the State’s 23 counties during the 9-year, postwar school-building program. 


{The Lusk Herald, Thursday, March 10, 1955] 
WE Say “No” To FEDERAL AID FoR SCHOOL BUILDINGS 


We can move too fast in our eagerness to’ improve the schools of the Nation. 

In fact there is a tendency to move so fast that we will be rewarding those 
areas which have long refused to take action in solving their own problems. 
Important as the proper education of children is, we do not believe the long-term 
welfare of our educational system is furthered by rewarding inefficiency and 
waste. 

Thus we are opposed to the present proposal before Congress of Federal aid for 
school construction. We doubt that there are many States that could not meet 
their own building needs, if they but reorganized archaic systems of school dis- 
tricts, and equalized the burden of school costs within those states. 

School buildings alone, handed out by a paternalistic Federal bureau, will never 
bring sound education. The desire for good schools must come from the people, 
because ultimately it is from them that the basic support comes. 

Wyoming is reluctant to help pay the cost of a national program, when it has 
done so much already to set its own educational house in order—this despite its 
sparsely settled areas. 

We in Wyoming, and especially we from Niobrara County, can see that even 
within a State it is possible to move so fast that reorganization is discouraged. 
Niobrara County, for example, because of recent legislation is to be penalized 
further, financially, because it has attempted to set its house in erder, and thus 
will be contributing to wealthy counties that have repeatedly refused to give all of 
their children the advantage of the wealth within the county. 

The same danger applies nationally, and we are against any program that does 
not first give some encouragement to those who have attemped to help them- 
selves. 

Then, too, there is the always-present danger in any Federal hand-out of en- 
eroaching Federal control. We never want that in education. 


[Wyoming State Tribune, November 7, 1954] 
WYoMING Scuoort ENROLLMENT 1,308 ABovE NORMAL CAPACITY 


Wyoming currently has 1,308 elementary and high school students in excess 
of normal capacity of its classrooms, the Wyoming education department said 
today. 

In a fall report to the United States Department of Health and Education, the 
Wyoming department said there were 849 elementary pupils “in excess of normal 
capacity of accessible publicly owned school plants in use.” 

The report showed 459 high school students in excess of facilities. 

The figure was tempered by a report that 125 instruction rooms are scheduled 
for completion during the current school fiscal year. 

Several other classrooms are also in the process of construction, but are not 
scheduled fer completion this year. Most of them will be ready for use when 
schools convene again in the fall of 1955. 
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The fall report of the State department showed 63,837 pupils on the rolls in 
Wyoming. The reports shows 44,813 in the elementary rolls and 19,024 on the 
secondary school lists. 

The department said there were 2,027 elementary teachers on the staffs of 
Wyoming public schools and 1,082 on the high school teaching staffs. 

The report said only 212 elementary teachers are working in Wyoming under 
substandard credentials and only 8 high school teachers do not have full ac- 
ereditation. The information in the Wyoming report will be combined into a na- 
tional report by the United States Department of Education. 


[Thermopolis-Independent Record, July 29, 1954] 
CAUTION NEEDED 


It has been fashionable the past 20 years or so for States and local communities 
to go to a generous and paternalistic Uncle Sam every time an emergency arose 
or something special was wanted for the State or community. 

This is a habit which has permitted our topheavy bureaucracy to reach its pres- 
ent point. It is because people are demanding more and more things from the 
Government. To provide these things the Government must tax mvure and more, 
and the more the Government taxes, the more the people look to the Govern- 
ment for help. 

The reliance on a generous government when going gets a little rough is 
destroying the heritage which has made our Nation so great. It is destroying the 
will to work, to sacrifice and to provide for the future. It is creating an attitude 
among our people to live today only, because the Government will take care of 
us tomorow. As a result, our people are slipping into a condition of indifference 
to national affairs. Through this indifference we are going to lose those basic 
human rights and personal dignity guaranteed us by our Constitution. Someday 
we're going to wake up slaves to the state and wonder what happened. 

Right now some people of our State (including our Governor) are expressing 
elation over the fact that Wyoming areas are eligible for emergency aid because 
of the drought conditions. It is true that the drought has had a detrimental effect 
on our economy, but we urge caution in accepting aid from the Federal Govern- 
ment, Let us first see if we need it, and let us not accept it until every possible 
local solution has been explored. We should not sell our freedom for a few dollars 
from the Federal Treasury. 


{The Norfolk (Nebr.) Daily News, January 20, 1955] 
PAYING For OuR Own ScHOors 


You wouldn’t know it from the comment in most Washington columns, but 
educators are divided on the issue of Federal aid to schools. A good many of 
them don’t like the possibility that it would mean Federal control of schools. 

But there is another facet to the problem, commented on before in this column. 
New York is one of the richest States in the Nation. Yet Gov. Averell Harriman 
says New York can’t afford to finance its schools, but must appeal to the Gov- 
ernment, which means the rest of the States, for help. He seems ready to take 
a pauper’s oath for his State in order to get it. 

Naturally the question comes to mind: If New York State with an average 
per capita income of $2,038 can’t pay for its own schools, can Nebraska with a 
per capita income of $1,566 afford to help it? Or can Mississippi with an average 
income of only $818? If not, where will Uncle Sam get his money to hand over to 
the rich districts in New York? That question has been asked before and never 
answered. 

President Eisenhower is expected to propose the formation of a Federal 
authority with power to lend money to districts that need new buildings and 
cannot provide them out of present taxes. This would mean that the States 
would have to pay for their own schools, which doesn’t suit those who think the 
Federal Treasury is a bottomless source of wealth to be handed to the States, 
rich or poor. 

But it would keep the financing of the schools and their control in the hands 
of local people, and it would enable poor districts to provide for their own. 
For that reason it is probably to be preferred to the plan of voting out of the 
Treasury money that isn’t there. 
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{The Wyoming Eagle, March 10, 1955] 
EpUCATION PoRK BARREL 


Fred B. Bennion, executive director of the Wyoming Taxpayers Association, 
will be one of a large number of persons scheduled to testify next week before 
the United States House Committee on Education and Labor on the matter of 
Federal aid for schools. 

This investigation will be before the full 30-member committee with Chairman 
Graham A. Barden (Democrat, North Carolina), an opponent of Federal aid to 
education, presiding. , 

Hearings now underway are devoted to Congressmen who have presented bills 
on aid to education. There are at least a dozen of these bills in the House, plus 
four major bills in the Senate. 

The second week of the House hearings will be given over to the opponents of 
Federal aid, and the third week will bring out the story of those who favor Fed- 
eral aid, like the National Education Association, American Federation of Teach- 
ers, and so on. The hearings will close with the views of the Eisenhower admin- 
istration, which has already outlined a program of Federal grants to meet emer- 
gency situations, with loans to local school districts for most of the program. 

Bennion will appear as an opponent to the program of Federal aid for educa- 
tion. His testimony will consist of an analysis of what Wyoming has done in 
the matter of school legislation, and he can point to numerous accomplishments. 
He will express the association’s view that not only is Federal aid unnecessary 
but also highly undesirable. The same sentiment has also been voiced by Goy- 
ernor Simpson. 

The House committee will probably find as result of the hearings that the cry 
for Federal education aid has been drastically overplayed. 

Actually, the problem breaks down into three parts: 

One is taking care of the normal school population growth from year to year. 
The second part is unsafe and obsolete school facilities. It is estimted that 
210,000 classrooms fall in this category. Overcrowding in multiple-shift or tem- 
porary, improvised rooms is the third part of the shortage. From 75,000 to 80,000 
classrooms fall in this category. 

But the impression that these conditions exist all over the country is all wrong. 
The elassroom shortage is acute only in about 5 States—and Wyoming is cer- 
tainly not among them. 

Dr. Samuel M. Brownell, Jr., United States Commissioner of Education, says 
that a new 27-State survey shows one-third of the problem is found in only 2 
States. They are Alabama, which has 330,000 children in overcrowded school- 
rooms, and Indiana, which has 365,000. 

More than half the school shortage problem can be placed in 5 States. These 
are Alabama and Indiana plus Mississippi, Minnesota, and New York. 

It is an interesting list—rich New York, high on the per capita income scale, 
prosperous Indiana and Minnesota, both well up on the scale, and Alabama and 
Mississippi, toward the bottom. Solve their shortages and the problem is pretty 
well licked. 

It would be interesting to hear spokesmen from those States try to explain just 
why they have fallen so far behind their sister States in the matter of education, 


and just how they will attempt to justify a Federal pork barrel program for 
a few. 


[Casper Tribune-Herald, January 4, 1955] 
FepverAt Scuoort Arp No ANSWER 


Educators put a finger on a shortage of classrooms as the most critical problem 
facing the public schools. It is estimated that even after the stepped-up con- 
struction of the last few years, 370,000 more classrooms are still needed. The 
retiring chairman of the House Labor and Education Committee says that $10 
to $12 billion will be required to ease the situation; and this is the basis of the 
pressure for Federal aid. 

President Eisenhower picked it up in his state of the Union message and said 
he will send Congress a special message in mid-February recommending “posi- 
tive, affirmative” action to deal with the problem. 

A day or so later informed sources let it be known the President is considering 
a plan of Government-guaranteed loans to help the States meet the classroom 
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shortage, thereby avoiding the highly controversial issue of direct Federal grants- 
in-aid. Long-run, it seems quite likely, the two plans would come down to the 
same thing. 

In most instances it is not lack of credit that keeps school construction lagging 
behind needs. 

Nor is the problem limited to construction. When the 370,00Q classrooms are 
built there will have to be teachers to take charge of them. The teacher shortage 
is about as critical as the shortage of space. Would not the demand then be for 
Federal assistance in this respect? 

And in this connection, it might be noted that while building is a matter merely 
of financing, teaching is a matter of operations. Where Federal money goes, so 
goes the hand. 

In this fact lies the heart of the problem of Federal aid to education, and it 
well recognized by a tight-knit group promoting the idea as, in fact, centralized 
control is an objective. Money is merely the lure. 

One tempted to rise to it might ask where the money comes from? What is 
the particular virtue of a Federal dollar? It is not a free dollar as supposed? 
It first has to be taken from the people, the very people reaching for it. Some 
sections, contributing less, might expect to get more, but all in all it is the peo- 
ple’s money. 

Spent on schools, is there any virtue, nationwide, in sending it first to Wash- 
ington and having it returned, less handling charges? 

The answer to school needs is not Federal financing, though just*what the 
answer is may not be entirely clear. For our own part, we think it runs to a 
reevaluation of public education in terms both of plant requirements and curricu- 
lum. 

There is probably nothing in the educational plan that is not desirable. It 
may develop that there are things the public cannot afford; that the public 
schools on the basis of existing standards call for more money than the tax 
structure—any tax structure—can provide. 

Some slight recognition of this seems to be had in modifications beginning to 
appear in school plans, particularly in smaller plants, where gymnasiums do 
double duty as auditoriums. But on the whole more ambitious planning con- 
tinues to prevail. 

Nor has any headway been made at all with suggestions for better utilization 
of school facilities, which are idle 60 percent of the time. The school week and 
the school year are as they were in a simple agricultural economy for which they 
were designed despite the fact that adjustments have been made in all other 
phases of work and living. 

It seems to us that such things as these will somehow have to be related to 
costs before the preblems whieh beset education can be solved. 


{| Buffalo Bulletin, December 15, 1954] 
DISTURBING FActTs 


Additional financial support, to provide for more classrooms, more and better 
paid teachers, must be found to assure America’s youth the education it must 
have to share in and contribute to a better future for all. 

If States, communities, and private individuals and organizations fail to pro- 
vide this needed support, the Federal Government will step in to provide the 
money. 

That would mean higher Federal taxes and reduced local control of education. 
But, much more important, Federal support would necessarily require Federal 
eontrol over the kinds and quality of education. Diversity would give way to 
uniformity. It is a prospect most disturbing to contemplate. 


FEDERAL SCHOOLS? 
[Wyoming State Tribune, January 1, 1955] 


Alabama is a State which has never measured up to its responsibility to public 
education. Compared to Wyoming, it is indeed a piker in meeting its school 
needs. But Alabama has, in the United States Senate, just about the most 
vociferous champion of Federal encroachment upon education. 
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Senator Lister Hill, a Democrat, is again asking Congress to channel future 
billions in income from Federal offshore oil concessions to the Nation’s schools 
and colleges. 

He will propound, in effect, that the time is ripe for the Federal Government 
to move into public education on a major scale. He will cite the $10 billion 
national backlog in elementary and high-school construction needs alone. He 
will note the growing teacher shortage, the widespread criticism of the quality of 
education being offered today, the outlook for a new tidal wave of scholastics 4 
or 5 years hence, the difficulties faced by private and State colleges and universi- 
ties in remaining solvent while meeting the increasing demand for higher edu- 
cation. Finally, he will point to a probable $6 billion which the Government will 
eventually gain from oil leases. He will imply that a grand new era of educa- 
tion can be ushered in at no cost to the Government in traditional revenues. He 
will argue that the Nation’s very survival may depend upon bettering education 
to compensate for the vast numerical manpower superiority of our enemies. 

He has attracted many listeners. He will attract many more. 

Needless to say, Senator Hill’s proposal is an old red flag newly hoisted. 
Suavely cloaked in the emotional garb of “national defense” and the fallacy of 
“something for nothing,” it presents a crucial challenge to all those who cham- 
pion State and local government. It is a grim warning to those States and 
localities which have failed to meet educational needs that the time for building 
schoolhouses enough, providing teachers enough, and turning out graduates 
worthy of the distinction may be growing short. 

Senator Hill will, in effect, declare that the Reds have, because of failure of 
local government, forced Federal domination of public education. He is wrong 
in this assumption, but he has potent argument on his side. Education domi- 
nated by the central government, education tailored solely for national defense, 
goes hand in hand with dictatorship. But unless today’s educational challenge 
is met vigorously by States, local governments, and private citizens, the Federal 
educationalists will win out in the end. 


[The Norfolk (Nebr.) Daily News, March 1, 1955] 
Ir NEBRASKA CAN, CAN’T OTHERS? 


The extent to which some educators have been permeated with the hope 
of school help at Federal expense is shown by comment that has followed 
President Eisenhower’s proposed program. 

Here in Nebraska we think Commissioner of Education F. B. Decker expressed 
the general opinion when he said that Nebraska has enough resources to provide 
zood schools “if we could get the right distribution.” 

Whether or not the fact that we feel we could finance our own schools should 
lead- us to oppose the President’s plan for aid to districts that are really needy, 
is a matter of individual opinion. 

But that fact leads to some legitimate questioning of the attitude of one great 
educator, Dr. William Carr executive secretary of the National Education Asso- 
ciation. Dr. Carr brushes off the Eisenhower proposal because it “isn’t enough.” 
Obviously he is for a direct handout policy, to rich States as well as poor. 

The bill sponsored by Senator Lister Hill, of Alabama, is that kind of bill. 
It propesed a graduated distribution of Federal money, more to States with low 
per capita income, less to States with high incomes but something to all. Under 
the bill the richest States would get about $7.23 per child of school age. The 
lowest income groups would get $22.14. 

A fair question that many Nebraskans will be asking is: If Nebraska with 
a per capita income of $1,533 can pay for the education of its own pupils, why 
should Connecticut, with a per capita income of $2,194, or Delaware with $2,304 
have to dip into the Federal Treasury for help? Why should those States will- 
ing to assume the proper burden for schools be taxed for schools in States much 
better off than they are? 

There may be a question whether Mississippi with only $834 per capita income, 
or Arkansas with $939 or Senator Hill’s own State with a little more than 
$1,000 apiece needs outside money, or aid in the way of buying their school build- 
ing bonds. Presi’tent Eisenhower has such States in mind when he proposes 
grants from a $200 million fund in aid of poorer districts and a plan for Federal 
purchase of bonds. 
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But to put a burden of a billion dollars on the taxpayers of the whole country, 
because some few States are too poor to provide suitable schools for all their 
children, seems decidedly unfair. 

Nebraska’s per capita income is a little below the average of the country. 
Certainly then, the average State is in position to finance itself, if necessary, 
with the aid of a school authority with power to issue bonds. 

Bond elections all over Nebraska show we are alert to our problem. Let 
the other States quit thinking about Federal handouts and do as we are doing 
and the problem of school housing would soon be solved. 


{Casper Tribune-Herald & Star, April 3, 1955] 
On WHat Basis ScHoor Arp? 


We have found occasion several times to call attention to strange items enter- 
ing into estimates of public-school shortages that are made the basis for pleas for 
big-scale Federal aid. A short time ago, for instance, it was noted that a newly 
built school plant in Albuquerque, N. Mex., had n called inadequate because 
its grounds covered only 9.5 instead of the desired 10 acres. 

Now Mrs. Oveta Culp Hobby tops that, and so far as that goes, calls the whole 
case of Federal aid into question. The Cabinet official responsible for such 
matters told a congressional committee that the latest official surveys show the 
schoolroom shortage by 1960 will be less than half of what previously had been 
estimated. 

Based on a study of 34 States, Mrs. Hobby said, 176,000 classrooms will be 
needed 5 years hence. The figure used, and compiled in a 1951 survey, is 407,000. 
Mrs. Hobby said it had been found that many classrooms listed as obsolete were 
in need merely of repair. She spoke, she said, on the basis of “the best data 
available, made by people who are closest to the problem and who have been 
analyzing it.” 

If there is no agreement as to what is needed in the way of classrooms, how 
can any reasoned conclusion be reached as to what is needed in the way of 
money? Or that the problem is beyond solution by local agencies and must be 
met by the Federal Government? 


{Sheridan Press, February 16, 1955] 


; Is Ir NECESSARY? 


President Eisenhower’s recommendations on a Federal aid program for con- 
struction of public schools is almost certainly going to meet with both opposi- 
tion and support in and out of Congress. 

Many would go much further than the President has proposed in aiding public 
schools in meeting only construction needs and others would set up a Federal-aid 
program to provide far more than merely funds for new buildings. Others are 
fearful that any move toward a program of Federal aid would eventually lead to 
Federal domination of the educational system. 

The President’s message will almost certainly touch off a long and highly con- 
troversial debate. 

Central haggling point will involve the question of whether Federal aid will 
destroy the tradition of State and local systems of school finance and administra- 
tion. It will be long under fire. 

A whole background of local and State control frames the issue. In the 19th 
century, States authorized, and required their subdivisions to tax themselves 
to provide universal, free education for children. Then long before the current 
classroom shortage, many communities found it difficult to pay costs of making 
their schools satisfactory. They began to tap State treasuries. 

Will State and local resources now prove unequal to the job of school con- 
struction? Will they find themselves tapping the National Treasury? What will 
happen to the long history of community responsibility? 

A shortage of school facilities is a present reality. A 20-year hiatus in school 
construction and rehabilitation, and a sharp rise in the birthrate that began 
in 1941 fostered present inadequacies. Overcrowding became acute and general 
when the first crop of war babies entered primary Schools in 1947, and has now 
reached junior high schools. 
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Census figures show 30 million pupils now in public schools, and predict 36 
million by 1960. Current building is adding but 50,000 classrooms a year, while 
estimated needs are 370,000 new rooms now, and 720,000 in 5 years. The problem 
is real. 

Commissioner of Education Brownell has suggested elimination of five major 
impediments to more extensive school construction that could be removed at the 
State level. They include restrictions on the taxing powers of local school dis- 
tricts, low property assessments for tax purposes, legal ceilings on bonded in- 
debtedness, restrictions on consolidation of school districts, and absence or insuffi- 
ciency of State aid. 

Would it help to eliminate these barriers? Of course. But some argue that 
even this would not be sufficient, and that the acute and monumental school con- 
struction problem would still require Federal help. 

History, tradition, and even the stating of the problem, and the suggesting of 
possible solutions fall short of constructive answers. Recently announced admin- 
istration plans for aid, and other Federal aid measures already introduced add 
little but puzzling confusion. That confusion will remain until this Nation has 
fully assessed the question of whether or not a sufficient effort has yet been made 
to meet school building costs through State and local resources. 

Federal aid would invite Federal control. Community and State control should 
not be sacrificed without first finding out whether these governmental areas are 
still able to shoulder the responsibility. We are not anxious to introduce bu- 
reaucracy into education. 

President Eisenhower, in his 1954 state of the Union message, recommended 
that each State hold a conference to appraise its school needs, and a national 
conference on education was planned. Purpose of the national conference, which 
will meet in November, is to acquaint every level of government with information 
with which to attack this problem, and it was further advertised as a vehicle 
through which to get the States to face up to what they want to do. 

This conference, which could conceivably produce a way in which States and 
communities can solve their school construction problems themselves, is yet to 
be held. The full picture is yet to be assessed. Congressional and administra- 
tive action should await the outcome of this conference—all the facts should be in. 

Federal aid for school construction should not be pressed until its necessity 
is verified—until it is clearly demonstrated that State and local resources are 
unequal to the task. 


{Carlsbad Current-Argus, February 28, 1955] 
At State LEVEL 


The recent report by an “expert committee” to the President on Federal school 
financing is worth some study. 

Generally, the report advises President Eisenhower that Uncle Sam should 
“keep hands off” public education. 

“We have been unable to find a State which cannot afford to make more money 
available to its schools or which is economically unable to support an adequate 
school system,” said the report. 

This phraseology concerning Federal participation in the public education 
field purportedly has the approval of the United States Commissioner of Educa- 
tlon, 

Obviously the report will be popular with that segment of the population 
who hold that schools should be both supported and controlled at the local 
level. It will be most unpopular with those who “go down the line” for Fed- 
eral aid at every turn. And those who think control of schools will be retained 
at a local level, regardless where the money comes from, might bone up a bit 
on what happens when a dollar is sent to Washington to be administered in any 
program, 

There seem to be some sound reasons for justifying the report. A State 
government is big business. Even county and municipal governments are big 
business. If each of the 48 States cannot meet its own educational needs, how 
can they do it collectively? Especially when under such Federal maintenance, 


Mra every dollar sent to Washington, only 85 cents would be returned to the 
“tate, 


_ It is our contention that public education is the business of the State though 
it will not meet with the approval of everyone. Even the question of whether 
the education is adequate or otherwise is a matter of State determination. 
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{Casper Tribune-Herald, July 13, 1954] 
Wyomine Doers; Wuy Nor OTHeErs? 


Enrollment in Wyoming’s public schools, according to Ray E. Robertson, State 
education commissioner, has climbed from 52,266 in 1945 to 64,282 in 1954, an 
increase of nearly 25 percent in 9 years. 

Despite this, the school construction program is keeping pace, with an esti- 
mated $25 million spent over the same period of time. 

The fact is cited as pertinent comment on the claim that the public schools 
face a crisis which can be met only by Federal aid. Wyoming is building its 
own schools to meet its increasing needs. Why can’t others? 


[The Pinedale Roundup, March 10, 1955] 
UNCLE SAM Won’t BurLD ScHOOLS ror NOTHING 


Proponents of Federal aid to education are trying to slip in the back door of 
the Halls of Congress, as hearings are scheduled next week before the House 
Education and Labor Committee on the subject of Federal aid for school con- 
struction. 

Apparently many persons who fear current proposals of Federal aid to educa- 
tion are letting themselves be convinced that “a little Federal aid to education” 
won't hurt anything. We believe “a little aid to education” is a dangerous thing. 
It sets a precedent which would make it easier to go “‘just a little further.” It is 
said, with the typical bureaucratic view, that there is a “crisis” in the need for 
school buildings. The States, they say, have not met the need, so now it is the 
Federal Government’s duty, almost its prerogative, to take over. 

Some States may need immediate help to solve their problems of overcrowded 
schools. But, we submit, that help, if offered by the Federal Government, should 
be made available as a sound financing program, fully repayable by the local 
school districts affected. It should not be an out-and-out Federal grant, for 
with Government handouts go restrictions, provisos, and controls by the Gov- 
ernment. 

Even on a strictly economic basis, the proposals for Federal aid to education 
are poor business. It costs $4 in Federal tax dollars to get one dollar back to 
the States in any Federal service. Three dollars out of every four are taken up 
in processing bureaucratic redtape; only one dollar out of four would go toward 
buying the bricks, mortar, paint, and glass which go into school buildings, or 
would go to hire teachers or buy books for educational services. 

At the local district level, however, every dollar of a bond issue for building 
goes into construction; every dime of the local school levy is spent under local 
supervision of interested patrons and taxpayers to get the most education for 
the money. 

But there is a more basic reason for opposing Federal aid to education even 
than the fact that it costs more. Persons who say today’s crisis in education 
demands that the Government get its finger in the pie are contributing to the 
fable that in the United States there no longer are qualified persons within 
the ranks of its citizenry who are able to carry on and supervise the functions 
of government. Present conditions, the fable goes, demand that our schools be 
turned over to the “specialists,” the “career men” who know what is best for an 
ignorant public. The tendency of that sort of thinking (need we spell it out in 
detail?) is that we move closer to the regimented kind of society where next 
the Government in Washington will decide what is proper for our children to 
learn, and from what “dangerous” information they must be “protected” for the 
good of the state. 

This editor’s conviction, expressed often before in these columns, that the best 
government is the government which is closest to the people it serves, has been 
strengthened by first, our own service on the local board of education; and, sec- 
ond, by our interested study of the recent report of the Citizens Committee on 
Iiducation which resulted in legislation to attack at the local level many of the 
current problems in Wyoming’s educational program. 

Most school problems can best be handled at the district level; a few may be 
solved most efficiently by the State department of education. Any effort, though, 
tc remove to Washington the machinery for making decisions which will affect 


the education of our children, and yours, should be scrutinized most carefully, 
surrendered to reluctantly, and advocated not at all. 
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[Source not identified] 
WE CAN FINANCE OuR OwN 


We can’t quite swallow the implication that 51 percent of the school buildings 
in Nebraska are unsatisfactory. Before accepting this statement we should like 
to know to whom they are unsatisfactory, and in what way. 

It may be that that percentage of our buildings are not of the type we should 
build if we were replacing them, but that ought not to be the test. Most of our 
private homes do not come up to the standards laid down for new residences. 
They lack some of the fancy gadgets that seem important to present builders, 
but they are comfortable, sanitary and well equipped. They will serve as well as 
the most modern of button-operated ranchhouses. 

We think most Nebraskans will reject the claim that if we construct such 
buildings as we do really need, we must have the help of Uncle Sam to finance 
them. We doubt if there is a school district in the State that is not able to give 
its children the modern facilities needed for a good education. 

If there is any exception to this statement it will be among the small districts 
that should not be operating separately with their meager resources and the 
small number of their pupils. Small districts are responsible for most of our edu- 
cational shortcomings, and these can be removed as causes by a sensible pro- 
gram of consolidation of districts: 


We can put it down as provable that Nebraska can finance its own schools 
and that any program of Federal aid would cost us more than it would give us, 
and would add te the amount of money it would take to modernize our buildings. 

Mr. Bennion. I am going to try to get over this in 5 or 10 minutes. 
I would like to stay a long time, and I appreciate very much your 
courtesy in inviting us to present our point of view. 

There are one or two personal things that I would like to say. I 
have for the last 4 years worked very closely with education in the 
State of Wyoming. I was appointed by the Governor of Wyoming to 
the educational conference in our State, which is set up. We have 
already had it and it is in preparation for your White House Con- 
ference, which will be held later this year. 

The second thing I would like to say is that I was appointed on a 
46-man committee in Wyoming to work on the school study under the 
direction of the legislative committee, - 

I mention those things because I want you to know that as a taxpayer 
organization we are very anxious to see that we have the best schools 
- our State, as I am sure that the other boys feel about their own 
States. 

Now, what I have to say consists just of two parts: One is a general 
opposition to the proposals, and then the second is that I would like 
o make some comments on the specific bills as I have seen some of 
them. 

I only have three points generally which are in opposition to the 
proposals before your committee. ey are this: I do believe it will 
‘ed to Federal control. Secondly, I believe it is financially unwise; and, 
thirdly, that it is not needed. 

Now, just for a minute or two I want to speak on those three points. 

In my — it is not possible to draft good legislation without 
controls. Furthermore, I believe that it is desirable that controls be 
exerted over programs which the Federal Government subsidizes. Of 
course, if there are not controls in the bill, they are not binding, as we 
know, upon a further Congress. 

I feel something like some of the questions that were raised this 
morning, that these current proposals that have been enacted from this 
brick and water approach would not in themselves have the Federal 
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controls as we think of it in terms of other programs, but it would be 
a foot in the door. 

The proponents of general aid to education have been with us for a 
long, long time. The needs for general aid, as far as their arguments 
are concerned, are no less today than they were when they were back 
in 1949 and the years prior. As soon as you gentlemen dispose of the 

roposals before you on school construction, [ am convinced they will 
e back asking for general aid, and you will set a precedent if these 
bills are approved. 

Now, you have had a great deal of testimony and you will have a 
good deal more on the prospects of Federal control, so I won’t labor 
that point. 

My second point that it is financially unwise, I will jump away from 
that hurriedly, because I will say the same thing that Mr. Stahl did, in 
effect, that with the per capita Federal debt of $1,700, and a State per 
capita debt of $50, and Wyoming it is $15, the interest on our Federal 
debt alone per capita wise is $42, almost as much as our per capita 
State debt. 

It just doesn’t make sense to me to add to the Federal debt when by 
contrast the States where the money must come from are practically 
debt free. 

Now, part of the answer, I think, lies, and it makes your work more 
difficult, the close relationship at State and local levels between ap- 
propriations and tax increases, the wish to provide funds locally, and 
through a State legislature are tempered by reluctance to recommend 
and repugnance to pay. The sponsors are labeled and identified ; how- 
ever, at the Federal level there is no direct connection between the ex- 
penditure and the tax rise or an increase in the debt. 

The proponents of Federal aid can claim benefits and do not have 
to accept the direct blame for higher taxes or inflation. 

Mr. Stahl mentioned this point, and I would like to just echo it, that 
last year the Federal tax aoa of $7.4 billion, that amount is ap- 
proximately 314 times that which was spent for capital outlay to pro- 
vide education facilities for the schools in our country. 

To reduce Federal expenditures and pave the way for a balanced 
Federal budget and ultimate tax reduction is the best way to provide 
aid to the States. May I translate that in terms of Wyoming. 

Our State benefited in the amount of $1114 million in Federal tax 
reduction. This amount is $1 million more than the State guarantees 
our schools for the operation under our foundation program. It is 
big money. 

The next point is that I say it is not needed. Wyoming was one of 
the States that did not participate in this Federal school facilities 
survey. They do not have the information either accurate or inac- 
curate back here on our needs. But I have read that report and I have 
seen news items of testimony before your committee, and I am appalled 
at the differences of opinion with regard to what the need is. 

I recall that the first report, according to my figures here, it said 
that the classroom shortage would be $407,000 by 1960. I read it in 
the newspaper and you had testimony not too long ago that their latest 
estimate is $176,000. That is classrooms. 

Now, there is a great difference. Either the first report is inaccurate 
or we are doing a much better job in catching up than they anticipated. 
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Now, I thought perhaps you would be interested to know, and I don’t 
know how to interpret this, my feelings about this except in terms 
of Wyoming. That is something that I do know the situation there. 
Our State department of education and our education association did 
not even ask our legislature to appropriate funds to participate in this 
survey. 

At the beginning of this school year in Wyoming, according to our 
State superintendent of instruction, we had only 1,308 students in 
excess of normal capacity of the schools in our State. That is just 
1,308. 

“In their same report there are 125 classrooms scheduled for com- 
pletion this school year, and in addition we have other classrooms. 

In other words, it would only take 52 classrooms, if the youngsters 
all happened to be in the same place, which, of course, they are not. 
But our needs are not very great because we have been working hard 
since 1945, just as soon as we could start spending this money, to keep 
up with these increasing enrollments. 

I want to tell you gentlemen just seven things that we have done in 
Wyoming, and I mention it because I believe the other States could 
do similar things in order to not put themselves in a position of coming 
to you and the Federal Government for this type of aid. 

n 1948, we passed a State levy of $6 million for support of schools. 
Our interim committee went to work on it in 1951 through 1955. 

I would like to tell you also that we had our Governor’s conference 
in Wyoming, a State with only 300,000 people, and we had 900 persons 
in attendance at that meeting. The only person that mentioned Fed- 
eral aid was the keynote speaker they brought in from an educational 
organization, and he just touched briefly on it. There was no question 
in our conference of the thought that we might apply for Federal aid 
or whether we needed it. 

Now, in 1955 our legislature created a foundation program. In 1955 
our Government released some Government royalty money on an an- 
nual basis instead of putting it into permanent funds, and our 1955 
legislature made it possible for school districts to increase their levy 
limits from 14 to 21 mills. That was by a vote of the people in Novem- 
ber of 1954 we amended our constitution to increase the bond debt limit 
rin 6 to 10 percent of assessed valuation. We have no tax limit on 
the levy. 

Now, Wyoming is a State that provides no State aid for school build- 
ings. Strangely enough, the educators have never come to our legis- 
lature and asked for that aid. One hundred percent of the money for 
school buildings come from property taxes levied on a district basis, 
except we have 1 or 2 areas that receive a small amount of the Federal- 
impacted money. 

We have been told that the need arises in the rural States and in the 
poor States. I mention the way we raise our money for school build- 
ing because it comes from a tax from the ad valorem taxes. The total 
valuation of the State of Wyoming is $700 million. That is the same 
valuation as the city of Atlanta, Ga. It is $200 million less than the 
valuation of the city of Denver, Colo. 

Now, we believed that if Wyoming, with its limited resources 
financially and 99,000 square miles of school districts, can meet this 
problem, we believe other States can do the same. 
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I want to say this, that we don’t want to leave the impression with 
you gentlemen that because Wyoming doesn’t need this money that we 
are opposing it for other States. We thing that continuous study 
should be given the whole field of granting aid with the object of re- 
ducing the number of programs and the amounts involved. Our ob- 
jections to Federal aid are outlined in our printed statement. 

Now, in just a minute or two I want to give you my comments on 
some of the specific proposals before you. First of all, Wyoming could 
not participate under any of the proposed billions without legislative 
action. If legislative action were taken to enable the State and dis- 
trict to match Federal funds and grant authority to the State’s board 
of education to prepare a State plan which would set standards, loca- 
tions, and priority of need, taking into account relative financial re- 
sources, the States still would receive little or no benefit from any of 
the proposals. 

ow, this is due, in my judgment, to the fact that the allocation 
formula is based on 2 factors, one that 5- to 17-year-olds and the other 
is the per capita income. We are a little better than average in per 
capita income in Wyoming, and we have a relatively new number of 
pupils or youngsters from 5 to 17 as related to the other States. 

Under the administration’s proposal, H. R. 3770 and 8. 968, Wyo- 
ming could not qualify under any 1 of the 4 titles. 

Now, this point about the State planning bothers me in H. R. 14. 
It asks that all funds to be expended must be for projects approved by 
the State agency. The State agency determines priority and must 
take into consideration relative financial resources of the school dis- 
tricts. The reason it bothers me, gentlemen, is that after 4 years of 


study and action by 2 legislative groups and 2 legislatures in Wyo- 

ming, we still have not found a good measure or accurate yardstick 

of ability to sh This procedure provides for the establishment of 
a 


standards for planning and construction. In our State, at least, this 
function has traditionally remained with the local districts. That is 
rightly or wrongly. 

The State department of education in Wyoming does not have the 
personnel, the money, or the authority to embark on this new en- 
deavor which would make it possible for them to submit a plan under 
these bills. 

Now, in H. R. 1565 and S. 5 in the Senate, it would be impossible for 
the State to present a plan before the act expires, and, of course, this is 
an emergency legislation. Section 5 in effect asks the State to answer 
the following questions, and now I think this is pertinent: It asks the 
State—this bill before you—what has been done in your State with 
regard to meeting the school building needs, and what are the actual 
needs, and what are the resources, and are the districts organized 
efficiently ¢ 

Well, those are very good questions, and I think it is logical to as- 
sume that the framers of those bills were interested in seeing that Fed- 
eral moneys were placed where there was the greatest need and max- 
imum local and State effort had been made. 

But if we interpret the bill correctly, gentlemen, it doesn’t make a 
particle of difference what the answers are to those questions. The 
money is not allocated with any regard to the answers to those ques- 
tions. Itis given out strictly on a different formula. 
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That bears out our point that the Federal Government should con- 
trol that which it subsidizes. I am convinced if the Congress passes 
a bill without controls we are going to build a lot of gymnasiums and 
swimming pools with the money in our State, because we like to have 
them, and we think they are a part of education. 

But are we building classrooms first? Unless you tell us that we 
are going to have to build classrooms, we are going to build gymna- 
siums, Swimming pools, and multipurpose rooms. 

It would take us in Wyoming 2 years of study, and in a 5- to 10-year 
period of enlightenment, to present a good State plan. We have been 
working on it a long time, and we are going to continue to. But we 
certainly don’t want to do it to qualify for Federal aid, because if we 
do it immediately under State direction, we are going to come up with 
the same inefficient district organization system which is facing us 
now. Mr. Stahl mentioned that. 

We have 300 school districts in the State of Wyoming and 200 of 
them are 1-, 2-, and 3-teacher schools. It is generally recognized that 
we should have less than 100, and we will have some day. But those 
people are proud of their school districts, and it takes a long time, 
and a longer period of education, to get that job done. If we were 
to participate in this, you would put money into those inefficient 
districts and tend to perpetuate them. 

So I am going to jump right clear to the end, gentlemen, and I 
apologize for my remarks not being too coherent because I know I 
wanted to get through. But they are in the statement, and I would 
like to ask your permission to have them a part of the record. 

Chairman Barpen. That is a portion of your statement on the green 
paper, if I may identify it as such ? 

Mr. Bennton. Yes, sir. 

Chairman Barpen. As I understand, that whole statement was made 
a part of the record ? 

Mr. Bennion. Yes. There are some editorials in the back that I 
am sure you would not wish to reproduce. 

Chairman Barpen. I am not so sure. Sometimes they are right. 

(The statement and editorials referred to have been made a part of 
the printed record. ) 

Mr. Bennton. The reason I put those in there was I thought you 
would be interested. I wrote to every editor in Wyoming to tell them 
I was going to come to testify, and if he had any comments on this 
subject I would print his editorial, no matter whether he favored 
Federal aid for school construction or opposed it. I didn’t get too 
many editorials, but we don’t have too many newspapers in Wyoming 
either, and a good many of them are weekly. 

But the significant point is that here on had an opportunity and 
there wasn’t one editorial in the State of Wyoming that favored 
Federal aid for school construction. Some of them mentioned that we 
hope you do a good job back here so we don’t have it. All of the rest 
of them are opposed to it. 

I think that concludes my testimony, and I thank you again, Mr. 
Chairman, for this privilege. I understand it has been a long time 
since you had anybody here who has been talking of the tenor that 
we have, and I hope you continue to hear as many of us as you can. 

Chairman Barpen. Well, let me say to the gentleman that I have 
been a member of this committee for over 20 years and I have con- 
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ducted many hearings on various phases of education. I have been 
chairman and then ranking member, and back to chairman again, and 
ranking member, and back, and this is a very unstable seat I occupy 
here. Of course, there is always a healthy fine-looking gentleman 
waiting for it on my left. 

But during all of that time, there has certainly never been discovered 
by me in the committee, regardless of which administration happened 
to be in, any reluctance on the part of the presiding officer of this com- 
mittee to give pretty thorough hearings on it. Even though there has 
been a little discussion of the defendants not being heard, I think that 
was just a little bit more humor than truth, so far as I am concerned. 

Are there any questions? 

Mr. Gwinn. I want to thank you for coming and giving us the bene- 
fit of your testimony. 

Chairman Barpen. Let me make this one statement, that I think 
you might be interested in. I happen to be one of those who for a 
long time has thought it was a pretty good idea for this Government 
to balance its budget. And I have thought for a long time that the 
better part of wisdom would cause the Federal Goverment to slow 
down on its expansion and invasion of the States’ sources of revenue. 
The so-called tax relief that you referred to did very little good to the 
big numbers who must of necessity carry the burden of the schools 
on their backs. 

Now, perhaps we have not reached the point of emergency. I think 
we are too close to it for comfort. If the people of the United States 
continue to make demands upon the Federal Government, and they 
come from Wyoming just like they do from my State of North Caro- 
lina, and if they continue to make demands upon this Congress and 
they themselves elect the representatives who will agree to provide that 
relief they seek, then just that long will the Federal Government con- 
tinue to expand and continue to further invade the sources of revenue 
from which the States must operate their schools. 

Now, I do not know how long it can go on, but I do know this, that 
in a lot of areas it is getting pretty tough. It so happens, for instance, 
where I live the rate of taxation is only $1.90 city and $2.10 county, 
and that is $4. That is a high tax, and I do not care what the valua- 
tion is. 

But our income tax is dried up, because we have, I think a 6-percent 
income tax, and you get no credit for the tax you pay the Federal 
Government. That hits pretty heavy. Now, you add the 6 percent 
State to 1 of the higher income brackets, and keep up that process 
just a little bit longer and we will wake up some bright morning work- 
ing for the Government. 

So now I want some answers to this, and you gentlemen think we 
can squeeze some more out of the States. I hope you are right, because 
there has never been a stronger States-rights man than I am. 

I thought I had some recruits a year or two ago, but I found out 
I didn’t have as many States-rights men as I thought I had around 
here. 

But anyway, it is posing a very serious problem to us. I like your 
approach and I am afraid I cannot adopt all of your conclusions, but 
] think that you are a good American. 

Mr. Bennton. Thank you, sir. 
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Chairman Barpen. And as young as you are you ought to come up 
with some answers that will help this Gacatiemnmms before you get as 
old as I am. 

Mr. Bennion, thank you for coming, and the committee thoroughly 
appreciated your presentation. Thank you, sir. 

Is Mr. Stringfellow in the room ? 

Mr. Stringfellow, I understand that you are fighting a schedule and 
we will be glad to hear from you. 


STATEMENT OF GEORGE E. STRINGFELLOW, PRESIDENT OF THE 
NEW JERSEY TAXPAYERS ASSOCIATION, EAST ORANGE, N. J. 
(ACCOMPANIED BY CARLTON TILLINGHAST, EXECUTIVE DIREC- 


TOR OF THE NEW JERSEY TAXPAYERS ASSOCIATION, TRENTON, 
N. J.) 


Mr. StrincreLtow. My name is George Stringfellow, and I reside 
in East Orange, N. J., and appear before you on your invitation in 
my capacity as president of the New Jersey Taxpayers Association, an 
organization founded more than a quarter of a century ago which, 
throughout its long and effective life, has been partisan only to the 
taxpayer. Through its 100 local taxpayer groups our association 
represents New Jersey taxpayers from all parts of the State. The 
policies I express today are those adopted by the annual meeting of 
our statewide membership. 

My purpose is not to discuss specific proposals for Federal school 
aid, but rather to express our association’s firm opposition to any 
further extension of Federal aid to local schoo} districts, and to point 
out why we in New Jersey believe that such extension is unnecessary 
and inadvisable. 

Certainly school financing presents great difficulties. But it does 
not follow that these cannot be handled adequately within the States, 
or that we should abdicate our State and local responsibilities in favor 
of Federal dollars that we ourselves must provide anyway. 

The current demand for increased Federal aid for schools is based 
largely upon the increase in the number of pupils to be cared for. 
However, this increase is merely one aspect of population change. 
For example, as population growth and dispersion create new need 
for schools, they also create new need for all the other services of an 
urban settlement. 

If the Federal Government is to be called upon to meet the need for 
new school buildings, why should it not also supply the equally neces- 
sary water supply and sewerage systems, streets, police, and other 
facilities and services which the growth entails? 

As with schools, it takes only a little arithmetic to cast these needs 
into impressive nationwide totals. But we are dealing with the prob- 
lems of a dynamic rather than a static society, and the new growth 
that causes school shortages also provides an expanded tax base. 

This leads us directly to the school-facilities survey, which provides 
a collection of data and recommendations laboriously assembled from 
throughout the Nation. This survey has two grave defects. First, it 
measures needs while considerable construction is already underway 
and planned to meet those needs. 
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Secondly, it represents the type of survey that an industry would 
label tentative, and would then subject to various types of test checks, 
Industry would also consider various alternatives to the recommended 
program. For instance, could reorganization of school districts be 
effected that would eliminate’some of the needs? Could more efficient 
procedures be developed that would reduce the overall cost? 

Such tests have not been systematically applied to the much pub- 
licized school-facilities survey. Instead, the survey is but a statistical 
reflection of the status quo carried into the future. 

As for the argument that school districts have already reached their 
borrowing limits and must look to higher levels of Government for 
funds, this is pure fiction, New Jersey’s property assessments in the 
State as a whole are at ct an we koe one third of the true value of 
the property. Consequently, borrowing power is reduced on the aver- 
age by two-thirds for no reason other than the artifice of low assess- 
ments. 

However, this problem is well understood in New Jersey where, as 
our law provides, some 220 school districts have already been per- 
mitted to exceed their borrowing limit in order to permit them to 
finance their needed school buildings locally. 

But it is not local or State debt that is our primary concern. Our 
greater concern is the Federal debt. Despite highly favorable eco- 
nomic conditions the Federal Government is still operating at a deficit 
and has a debt approximating $275 billion. 

According to the latest available data, 1953, the average State debt 
is $50.50 per capita. New Jersey’s debt is $84.58 per capita. The 
highest State debt per capita, Delaware’s is $326.91. 

In contrast the Feders debt is $1,666.11 per capita. This, according 
to Senator Harry F. Byrd of Virginia, is a greater per capita debt 
than that of any of the countries to which we are today extending 
foreign aid. 

What business, therefore, has the Federal Government—this debt- 
ridden enterprise operating at a deficit—to extend aid to solvent States 
when it must borrow to finance the operations it is already carrying on, 
and then tax to repay this yng tha 

We in New Jersey are not misled by the promise of Federal aid. We 
know that the only source of funds is the people themselves, and that 
with new schools as with other objects of Federal aid, we will give 
much more than we get in return. 

For example, according to the latest available annual figure, New 
Jersey taxpayers sent $99,300,000 to Washington for all Federal-aid 
programs. In return $45,400,000 Federal aid came into our State. In 
other words, $1 of overall Federal aid cost New Jersey taxpayers $2.19, 
a higher price than is paid by any other State in the Union. 

And this does not include the cost of Federal overhead. We are not 
without company, however, for 15 other States pay more than $1 for 
each dollar of Federal aid which they receive. ese States are: New 
Jersey, Connecticut, Maryland, Delaware, Pennsylvania, New York, 
Ohio, Illinois, Indiana, Michigan, Wisconsin, Massachusetts, Oregon, 
Nebraska, and Rhode Island. 

Under the theory of equalization of resources, those States which 
receive more Federal aid than they pay for must perforce be con- 
sidered “poor.” Please note that I place this word in quotation marks. 
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There are 82 of these States: Alabama, Arizona, California, Colorado, 
Florida, Georgia, Idaho, Iowa, Kansas, Kentucky, Louisiana, Maine, 
Minnesota, Mississippi, Missouri, Montana, Nevada, New Hampshire, 
New Mexico, North Carolina, Oklahoma, South Carolina, South 
Dakota, Tennessee, Texas, Utah, Vermont, Washington, West Vir- 
ginia, and Wyoming. 

We cannot accept the thesis that these 32 States are poor. We 
believe them to be lusty members of a strong Union capable of meeting 
their several responsibilities as States. It is with considerable interest, 
therefore, that we learn from the New York Times of February 25, 
1955, that the Education Subcommittee of the Federal Commission on 
Intergovernmental Relations stated : 

We have been unable to find a State which cannot afford to make more money 
available to its schools or which is economically unable to support an adequate 
school system. 

And lastly, it is axiomatic that new Federal aid for schools, whether 
for construction or operation, will give new opportunity for Federal 
control. Although there may be some school-aid programs in which 
Federal contro! has been held to a minimum and has not been par- 
ticularly objectionable, this is a fact of little significance. 

Once centralized finance is achieved, strong centralized control could 
be exercized at any time, with the danger that our entire public-school 
system could become a tool of authoritarianism. Dictatorships have 
always harnessed the education of youth for their own ends. 

If the Federal Government really wishes to help the States it 
will balance its budget and reduce the debt load. It is no unique con- 
dition that New Jersey’s share of the Federal debt is almost 50 per- 
cent more than the assessed value of all the State’s taxable property, 
its farms, its factories, its homes, and its stores. 

Through our State’s public-school system we have passed on from 
generation to generation a tradition of self-reliance, prudence, energy, 
and courage. These are the attributes which have made America 
great. They have carried the Nation over many difficulties and will 
do so many more times if we adhere to them. 

Shall we continue to teach our children that these are the virtues 
they should emulate? Or shall we, by the unfortunate example which 
we are here considering, teach them that whenever difficult problems 
arise they should transfer to Washington the task of finding a solution ? 

I have asked these two questions for a very solemn reason, for in 
answering them we shall be determining the nature of more than school 
finance. Weshall be determining how we intend to condition the minds 
of our children, for generations still to come. 

Chairman Barpen. Does that complete your statement ? 

Mr. Srrinere.ttow. I am through, sir. 

Chairman Barpen. Let me call your attention to something that I 
mentioned a number of times, and I keep mentioning it on the theory 
that some fellow away back yonder started repeating the word “Coca- 
Cola” until everybody started drinking it, and if I keep repeating that 
statement maybe someone will begin to sip it. 

This committee caused to be made an investigation and some re- 
search to find out how much the Federal Government was spending 
in the field of education. It took nearly 2 years to get a part of the 
story. We found that virtually every department of the United States 
Government is engaged in some form of education. 
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Now, that is passed over and you gentlemen who make such a care- 
ful study of this just look over it. Yet the figures given to this com- 
mittee, and it is a report and available because I had thousands of 
copies of it printed, disclose that between three and four billion dol- 
lars are being spent. 

Now, that is approximately the equivalent of what it costs to run the 
entire public-school system in the United States. This committee re- 
ported out a resolution unanimously to request every department of the 
Government to deposit in some depository, and we designated the Office 
of Education, not that that Office was to have any control, supervision, 
direction, or anything to do with the various departments other than 
to receive the reports submitted, so that this Cairo would have 
copenntle some information about what is going on in these various 

elds. 

That resolution was passed unanimously by the committee, and I 
think unanimously by the House, and it has been asleep ever since. 

Now, I would like to keep on talking about that until something is 
done about it. We Americans are prone to get terribly excited over 
small figures, and then if we want to appropriate $14 billion for for- 
eign relief, we say, “Oh, that is just too big figures for us to try to 
figure out and know what is going on,” and so that goes on. 

Now, since these expenditures in the field of education have reached 
the proportions they have, we apparently are just letting it go. The 
Congress does not know now, and if it takes them 2 years as it did this 
committee to get a part of the facts, I doubt if they will ever start again 
to seek the facts. 

So if some of your taxpayer organizations want a fine field in which 
to operate, I would sug that, and to the young gentleman from 
Wyoming, that is a job that will keep you in operation until my head 
is as slick as a door knob. 

Mr. SrrineFe.tow. I thought you were going to say as slick as mine. 

Chairman Barpen. I did not want to get personal, sir. 

Are there any questions? 

Mr. THompson. Mr. Stringfellow, first I would like to say that I am 
very glad to see you here, and for the benefit of the committee I am 
familiar with the work of the New Jersey Taxpayers Association be- 
cause during my 5 years as a member of the legislature, I had frequent 
communication with them. In many instances I agreed with them, 
even if not today. 

I noticed by your statement, Mr. soon goewgal that you are not at 
all impressed by the facilities report, and that you say it is based on 
present need projected. Do you feel that there is any other way in 
which we could - aw sa our needs than projecting statistics available 
to us? 

Mr. Strincrettow. Well, thank you for your compliment, sir. Some 
of the needs that are projected in that report have already been satis- 
fied, and others are in the process of being satisfied. 

Mr. THompson. Well, in New Jersey last year we passed legisation 
increasing our teachers’ salaries, did we not ? 

Mr. Steineretiow. That is right. 

Mr. THompson. And we passed the Dumont legislation for addi- 
tional State aid for education, did we not ? 

Mr. Sratnereitow. That is right. 
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Mr. THompson. Was your organization for or against the State-aid 
bills in the legislature last year ? 

Mr. STRINGFELLOW. Our organization was opposed to the bills as first 
presented, but in conferences as I recall, we were in favor of the con- 
ference’s bill which would greatly modify it. 

Mr. Tuompson. That is my recollection, also. 

Mr. Srrincrettow. Now, if you would like a verification of that, 
Mr. Tillinghast is here. 

Mr. Tompson. I think that is right, Mr. Tillinghast. It is not real- 
ly relevant here except to show to the committee that New Jersey has 
recognized the problem and has been doing something about it. The 
original legislature last year, as I recall, you felt called for too much 
aid, is that right ? 

Mr. Trti1ncHAst. The original question came up 2 years ago, and 
it was $60 million of aid, and we found in the report on which that was 
based very unsound, and we opposed it, and there was then a restudy 
made by a different commission, the State Tax Policy Commission, 
and they came in with a much sounder report, and a more nearly equit- 
able program of distribution, and one-half of the funds involved. We 
found that report acceptable and we took no position concerning it. 

Mr. Tuompson. That is Mr. Carl Tillinghast. 

You are aware, Mr. Stringfellow, that our population in New 
Jersey ne increased from 3,150,000 in 1920, to 4,800,000 in 1950, are 
you not 
’ Mr. Srrinereitow. I knew it had substantially increased, but I 
didn’t know the exact numbers. 

Mr. TuHomeson. Based on a Harvard survey, the estimate is that it 
will be 5,850,000 by 1960. 

Mr. Srrinerettow. I am not surprised at that because our tax 
climate there is very good, as you know. 

Mr. Tuompson. That leads me to the next question. I will change 
that. 

On page 3 of your statement you say that New Jersey has property 
assessments at approximately one-third of the true value of the 
property. Now, in the city of Trenton, where I reside, for the benefit 
of our distinguished chairman who cites a $3 tax rate in New Bern, 
N. C., or thereabouts, ours in Trenton is approximately $7. We have 
this never-ending problem of the relationship between assessment and 
true value, on the one hand, and the rate on the other hand. 

As a matter of fact, would you be in favor, Mr. Stringfellow, of 
increasing our New Jersey real estate taxes for the additional need 
that is claimed that is needed for education ? 

Mr. Srrinereiiow. If it can’t be raised any other way, yes. 

Mr. Tuompson. Would you favor a State sales tax ? 

Mr. Srrtnerettow. No. 

Mr. Tuompson. Which we do not have? 

Mr. Srrincrettow. No, I would answer your first question by say- 
ing that I would prefer an increase in real estate tax to a sales tax or 
an income tax. 

Mr. Tompson. How about a corporation income tax, would you 
favor that? 

Mr. Srrtneretiow. I am of the opinion that I would. 
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Mr. THompson. In other words, your position is that if New Jersey 
has need for additional school facilities, the State should increase its 
own taxes? 

Mr. Sraincrettow. Unquestionably, and we can do it for less. 

Chairman Barpen. May I just oak the gentleman, before you get 
too far away, and I will not interrupt your chain of thought, but is 

our real estate tax in the State of New Jersey levied from the State 

evel or the various county levels? 

Mr. Tompson. From the county level, from the municipal level 
and the county level. 

Chairman Barpen. Well now, do you have a city real estate tax? 

Mr. THompson. Yes. 

Chairman Barpen. Then you have a county real estate tax, and that 
varies from one town to the other. 

Mr. THompson. Yes, radically, and the rate in one municipality, in 
an Atlantic county, in Congressman Hand’s district, is it something 
like $21 per hundred ? 

Chairman Barpen. Wait a minute. 

Mr. Tuompson. That includes the county tax. 

Chairman Barpen. You mean real estate $21 per hundred ? 

Mr. Tompson. Yes, sir. 

Chairman Barpen. They must rent apartments at the price I have 
to pay here. 

. Tuomeson. Did you ever stay in an Atlantic City hotel? 

Chairman Barpen. I never felt I could afford it. 

Mr. Tuompson. You cannot, sir. You say on page 4, Mr. String- 
fellow, that New Jersey taxpayers sent $99,300,000 to Washington for 
all Federal-aid programs. at do you means by aid programs? 

Mr. Srrinerettow. Well now, these are figures developed for me 
by our research department and Mr. Baker, our director of research 
is here, and Mr. Carlton Tillinghast, and either one can give you the 
source of that information. 

Mr. THomeson. Could we get that? 

Mr. Truinenast. The figure $99 million refers to all Federal-aid 
programs in New Jersey, as indicated by the reports of the Depart- 
ment of the Treasury. 

Mr. THompson. Money which we receive from the Federal Gov- 
ernment ? 

Mr. Trturneuast. Money which the State and local governments 
receive from the Federal Government for all aid programs. 

Mr. Txuompson. I do not understand it because in the next sen- 
tence you say in return, $45 million comes back to New Jersey. 

Mr. Ti11nenast. I am sorry. The $45 million figure is what 
comes into New Jersey, and the $99 million figure is the figure indi- 
cating the amount of money that it costs the New Jersey taxpayers, 
as determined by formulas that, have been worked out by tax founda- 
tions over a period of several years for apportioning the taxes among 
the various States. 

Mr. Txompson. Thank you. Incidentally, I am glad to note that 
you changed your mind from page 4 to 5 on poor States. You estab- 
lish the thesis that they are poor, and then on page 5 you say that 
you cannot accept your own thesis, and I am glad, because some of 
these members from poor States, I am sure, feel better that you do 
not really feel that they are poor. 
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Mr. Srrinere.Low. I wouldn’t say necessarily that that is my thesis. 
The thesis is presented from time to time that these are poor States. 
I do not proclaim they are poor States, and I think they are quite 
wealthy and able to take care of their own. . 

Mr. THompson. We have a quorum call, and I am not going to 
take more of the committee’s time, except to thank Mr. Stringfellow 
again, and to say as a matter of record that with all of the respect 
that I have for your organization, I am sorry that I do not agree 
with you. I think that we do need Federal aid in New Jersey. I do 
not agree with your statement that it is axiomatic that there be Fed- 
eral control. 

I would like to point out that in New Jersey, as in probably most 
of the other States, there are sharp differences of opinion. The tax- 
payers’ association with its fine staff and research facilities says that 
we should not have it, and we do not need it, and the educational 
organizations with equally fine staffs and facilities, say that we do. 
It is a matter actually of those of us representing the State to make 
up our minds. 

I would suppose that Mr. Frelinghuysen, if he were here, might 
agree with me, since he has Federal-aid bills in also. But once again, 
thank you very much, and it is nice to see you again. 

Chairman Barpen. Are there any other questions? 

Mr. Gwinn. I might ask the gentleman from New Jersey if for 
purposes of Federal aid, you regard yourself among the poor States, 
and for purposes of other things you regard New Jersey as one of 
the richer States? 

Mr. THompson. I would not characterize it as poor or rich, Mr. 
Gwinn. As an individual I am like our distinguished chairman, I 
too am poor and have gotten so used to it that I am proud of it, too. 

Chairman Barpen. Thank you very much for your statement, Mr. 
Stringfellow. 

We find ourselves in a rather uncomfortable spot right now. I 
thought we would meet this afternoon for the convenience of some of 
the other witnesses, but I find that there is a quorum call and the 
second bell has sounded. 

Before I could assemble the committee, even though I got unanimous 
consent from the House to meet, and start and stop, the 2 hours’ debate 
would be over and we would find ourselves in another tangle. 

So it is necessary that we recess until tomorrow morning at 10 
o'clock. 

Mr. Mercatr. May I be recognized before the recess? One of the 
witnesses scheduled for this morning was Mr. R. A. Neill, of Helena, 
Mont., who as I understand it, is not going to be able to be here to tes- 
tify tomorrow. 

Mr. Nerx. Not unless I can change my reservations on the train. 

Mr. Mercar. I want to say to the committee if he is unable to tes- 


tify—— 

Mr. Pouper. It would only take me about 8 minutes to present the 
brief of Tennessee Taxpayers Association, and I have commitments 
that compel me to leave this evening. 

Mr. Mercatr. May I finish my statement, please ? 

Chairman Barpen. Just a moment, please. 

Mr. Mercatr. I want to call to the attention of the committee that 
Mr. Neill has been for a number of years a close personal friend of 





574 FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 


mine, and he is a former educator. He is a former official of the State 
taxing organization, the board of equalization, and now secretary of 
the Montana Taxpayers Association. 

With due deference to my friend from New York, he is not appear- 
ing before this committee as a witness for the defendant. I regard 
Mr. Neill as a friend of the schools, as well as a member of the tax- 
payers association, and he will appear as a witness who is a very 
cnowledgeable and a very intelligent critic of our tax system in Mon- 
tana. 

I certainly want to call attention to his testimony in case he is unable 
to present it in person. 

| waren Barpen. Well, let me say this, that had I been informed 
of the situation confronting him earlier, I would have tried to work 
out something. It is rather embarrassing in a way for me to have to 
meet a situation just as the gentleman says, it will only take him a few 
minutes. 

Well, if we stayed here, then the rolleall would go by and it is a 
violation of the rules of the House that we sit during a session unless 
we have unanimous consent of the House to do so. 

So we have already been in violation for about 50 minutes, and I 
am afraid we are going to get caught if we continue. 

Mr. Neu. May I just express my appreciation to the committee, 
and to my good friend, Mr. Metcalf. 

Chairman Barpen. I hope that you can stay. 

The committee will recess until tomorrow morning at 10 o’clock. 

(Whereupon, the committee adjourned at 12:45, to reconvene at 
10a. m., Friday, April 22, 1955.) 
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FRIDAY, APRIL 22, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON EpUCATION AND Lazor, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a, m., in room 429, 
House Office Building, Hon. Graham A. Barden presiding. 

Present resentatives Barden, Kelley, Bailey, Perkins, Wier, 
Elliott, Matent? Green, McDowell, McConnell, Gwinn, Smith, Kearns, 
Velde, Wainw right, Frelinghuysen, Coon, and Fjare. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, minor- 
ity clerk; Edward A. McCabe, general counsel; Russell C. Derrick- 
son, chief investigator. 

Chairman Barpen. The committee will come to order. 

Mr. Mercatr. Mr. Chairman, Mr. R, A. Neill, whom I mentioned 
yesterday, was unable to stay over, and I submit his testimony for the 
record to be printed as if read. I ask unanimous consent that that 
be done. 

Chairman Barpen. Without objection, that will be done. 

(The statement referred to follows :) 


STATEMENT OF R. A. NEILL, SECRETARY, MONTANA TAXPAYERS’ 
ASSOCIATION, HELENA, MONT. 


Mr. Neu. My name is R. A. Neill, of Helena, Mont. For the past 
9 years I have been secretary of the Montana Taxpayers’ Association, 
a private, nonprofit research agency. I welcomed the opportunity 
to appear before your committee. 

The following statement is submitted in support of the opinion 
that Montana can adequately finance needed school construction and 
that the several proposals for Federal aid for school construction 
should not be favorably considered at this time. 

1. School district bonding capacity in Montana is increasing at least 
as rapidly as the increase in school enrollments, indicating that this 
State can finance needed classroom construction. 

The Montana constitution (sec. 6, art. XIII) provides that school 
districts may issue bonds equal to 5 percent of the assessed valuation 
of taxable property. In 1951, such bonding capacity, based on a State 
assessed valuation of $1,677, 525, 585 was $83, 36 6,279 or $877 for each 
of the 95,599 pupils in average daily attendance the previous year. In 
1954, the assessed valuation of taxable property had grown to a state- 
wide total of $1,910,135,095, and the new bonding limit to $95,506,754. 
Based upon the average ‘daily : attendance of 106,644, the last completed 
school year, this represented a bonding potential of $896 per pupil. 


Ky 


v10 
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2. Montana is undertaking a 5-year program of reclassifying and 
reappraising all taxable real estate and improvements in the State, 
which is certain to strengthen local government, including school dis- 
tricts. 

The 1955 Montana Legislature which adjourned March 3 enacted 
legislation (senate bill No. 128) providing for the reclassification and 
reappraisal of all taxable real property and improvements. This ex- 
tensive program, covering 45 percent of all property on the tax rolls 
in Montana, will be undertaken by the county commissioners in the 56 
counties and must be completed not more than 5 years after the effec- 
tive date of the act. The program, to be financed a special tax levy, 
is designed to secure uniformity in assessments in all counties. It 
seems certain to improve property tax administration, and will enable 
local government, including school districts, to provide for needed 
governmental services on a more adequate and more equitable basis. 
Its successful prosecution should further augment school district bond- 
ing capacity. 

3. Montana school districts currently have an impressive reservoir 
of unused bonding capacity. 

A special study, prepared by the Montana Taxpayers’ Association, 
based upon reports received from county treasurers, has disclosed 
that on September 30, 1954, total outstanding school-district bonds 
amounted to $37,900,00C. Total bonding capacity, as shown in No. 1 
above, amounts to $95,506,754. Therefore, school districts still have 
$57,600,000 in unused bonding capacity to finance new school buildings. 

4. The School Facilities Survey authorized by title 1, Public Law 
815, 81st Congress, which has been cited by proponents of Federal aid 


for school construction, gives a distorted |i of Montana’s need for 
i 


school construction and of Montana’s wil 
such construction. 

The survey, completed in 1951 and 1952, purported to show that the 
cost of school-construction needs in Montana was $39,237,723. It said 
further that Montana’s resources fell $11,208,130 short of meeting that 
cost figure. Neither of these figures can be substantiated by any of the 
facts developed by the Montana survey, or otherwise. 

The basic data compiled for this State showed that total] construc- 
tion needs amounted to $34,620,000. This was $4,617,282 less than the 
amount of $39,237,723 reported in the survey, a discrepancy which has 
never been explained in our State. 

The $39 million total also includes $3,478,500, for additions other 
than classrooms, indicating the extent to which padding was resorted to 
in preparing the Montana figures. 

The reported total need figure of $39 million also includes $17,185,000 
for replacement of obsolete buildings, or 44 percent of the total need 
said to exist in this State. Standards used by Federal supervisors in 
determining obsolesence are open to serious question. Frequently, 
Federal officials who participated in the Montana survey gave unsatis- 
factory ratings to school buildings which State school officials thought 
quite adequate. . : 

The survey gave various estimates concerning enrollment increases 
from 1950-1951 to 1952-1953. There is considerable variance between 
predicted and actual enrollments. For example, buildings for 1 school 


ngness and ability to finance 


1P, 88, Biennial Report of the Department of Public Instruction, 1950-52. 
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to cost $122,312 were planned for an enrollment increase of 125, but 
the actual increase has been only 39. Construction costs of $900,000 
were planned for another school to house an increase of 500 pupils. 
The actual increase was 347. A third school, with an estimated cost of 
$96,000, was to have an increase of 200 pupils in the 2-year period but 
showed an increase of only 93 pupils. There are too many such ex- 
amples to insure the validity of the survey. 

No satisfactory explanation has ever been given to substantiate the 
survey statement that there was a defiicit of $11,208,000 in meeting 
Montana’s school-construction needs. Our own analysis of the facts 
relating to the schools listed in the survey sheets shows that almost 
without exception all have adequate local bonding power. The elimi- 
nation of the sum of $4,617,282, gratuitously added to the State work- 
sheets by unknown persons, and the $3,478,500 for nonclassroom facili- 
ties, would wipe out a major part of the alleged deficit in this State. 
In addition, of course, Montana school districts, through local initia- 
tive and with local tax dollars, are rapidly advancing the school-build- 
ing program. In the last 4 years, July 1, 1950, to June 30, 1954, more 
than $23 million has been expended for new school buildings and equip- 
ment. That construction record is continuing. Week after week our 
newspapers carry reports of new bond issues being approved and new 
school buildings being started. The truth is that any legitimate class- 
neta needs reported in the survey already have been filled or are being 
filled. 

The survey also ignored the fact that increased revenues for school 
construction could be secured by (1) consolidation of school districts, 
(2) issuing short-term maturities for bond issues, thereby permitting 
districts to recapture bonding power at a faster rate, and (3) confining 
construction to classrooms rather than gymnasiums, auditoriums, and 
other nonclassroom facilities, 

Conclusion: Montana has no school-building problems which can- 
not and are not being solved by local effort and with local finances. 
Montana people firmly believe in adequate educational facilities. They 
not only desire good schools, but without question, they have the ability 
and the willingness to do the job themselves without Federal aid and 
without Federal interference of any kind. 

Chairman Barpen. Mr. William R. Pouder, of Tennessee. 

Will you give your name for the reporter, please, sir, and proceed. 


STATEMENT OF WILLIAM R. POUDER, EXECUTIVE SECRETARY, 
TENNESSEE TAXPAYERS’ ASSOCIATION, INC., NASHVILLE, 
TENN. 


Mr. Pouper. Thank you, Mr. Chairman and gentlemen. 

I am William R. Pouder, executive secretary. Tennessee Taxpayers’ 
Association. We have headquarters in Nashville. 

Tennessee Taxpayers’ Association, Inc., desires to present its 
earnest, well-considered recommendation that financing the opera- 
tions of the public schools and the construction of public-school build- 
ings remain the sole responsibility of State and local government. 

With our thesis thus presented in broadest outline, let me next 
identify and very briefly describe the organization presenting this rec- 
ommendation and the supporting statements which follow. 
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Tennessee Taxpayers’ Association is a 2214-year-old statewide or- 
ganization of public-spirited citizens and taxpayers. Since its found- 
ing, on June 24, 1932, the association has maintained a completely 
nonpartisan, independent attitude. Its strong statewide membership 
embraces 99 types of taxpayers situated in every section of the State. 
It is governed by a 100-member board of directors representative of 
the various types of taxpayers and an executive committee numbering 
25 members. It maintains a full-time staff of effective, devoted re- 
search workers and their clerical assistants, in all numbering 8 
persons. 

The association conducts an impartial character of factfinding re- 
specting the finances, the administrative methods, and the results se- 
cured in local, State, and Federal Government. It does this in order 
that its authorities of the association may formulate sound, practi- 
cable recommendations for increasing the efficiency and the economy of 
each level of our government. It presents these recommendations to 
those who are responsible for administering our governments. It also 
undertakes to keep the citizens and taxpayers and the press, as well as 
the public authorities, adequately informed respecting their govern- 
ments, 

The well-considered, longstanding opposition of Tennessee Tax- 
payers’ Association, Inc., to Federal participation in financing the 
public schools of the States and their political subdivisions is founded 
upon the principles set forth below. However, let me mention one 
exception. We recognize that the United States should aid the public 
schools where military personnel is concentrated, but only during and 
for such concentration. 

The first of these principles is: 

1. The Government of the United States of America, engulfed as 
it already is in a burden of debt which it has not reduced in two 
decades, and tax levies that still sorely and dangerously strain the 
economy of the entire Nation, is far, far less able financially and is 
much too far removed from the grassroots of American democracy to 
enable it to participate in financing and in guiding the course of the 
public schools than are our State and local governments. 

2. The Federal Government has a bonded debt of $277.14 billion, 
or, as was stated by a Federal official in our conference day before 
yesterday, perhaps it is now $280 billion. Its current expenditures 
exceed its current income, inescapably forcing an unsound further 
raising of the limit on the Federal debt. The aggregate debt of the 
48 American States and Territories is $7.82 billion. The combined 
debt of the State governments could be liquidated by a per capita 
payment of $49.69. To liquidate the debt of the United States would 
require a payment of $1,702 by every man, woman, and child in the 
United States. 

3. State government has been progressively increasing its own con- 
tribution to country, city, and town government for the support of 
the public schools. This applies alike to current operating and capital 
outlay school funds. It seems fair to assume that Tennessee’s record 
on this point may be broadly typical of the States as a whole. The 
figures presented in the following table show how the Tennessee State 
government has increased its generous grants of State funds to local 
government for current operations and school-building construction 
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combined, from fiscal 1946 to the appropriations made for fiscal 1956, 
the following figures shown being those per year: 


Fiscal year: Millions | Fiscal year : Millions 


1953, actual 

1954, estimated 
1955, appropriated 
1956, appropriated 











1951 ete 


The committee will note that the increase from $13.2 millions of 
State aid to public schols in 1946 to the $79.9 millions appropriated for 
fiscal 1956 is an increase of over 500 percent in these 11 years. 

In March 1955, Tennessee increased her retail sales tax from 2 to 3 
percent effective on June 1, 1955, so that the collections will begin to 
flow in on July 1, beginning our fiscal year. This will produce about 
$26 million of new revenue each year, most of which is dedicated to 
education. 

Tennessee has had a balanced budget and has produced a surplus, 
usually a substantial surplus, every biennium since 1937. And, if I 
may depart for a moment, I will pay tribute to Chairman Barden’s 
former director of the budget in North Carolina, whom we brought 
over, Henry Burke, who instituted our balanced budget, and he did a 
wonderful job there that has resulted in the complete elimination of 
deficits since 1937. 

During these 17 years our State government has maintained a pro- 
gressive statutory debt-retirement plan, devoting some $10 million 
each year to the servicing of the State debt. This basic principle 
of yearly debt retirement Tennessee Taxpayers Association warmly 
commends to the Federal authorities. 

Tennessee’s 95 counties have not been required to increase their 
aggregate annual contribution to the financing of the operation of 
their public schools above the $17 million required of them each year 
since 1947. Some counties, but not many, have voluntarily increased 
their contributions modestly. 

The grant of State funds to local government for the next 2 fiscal 
years for school building construction shows an increase over the grants 
for the current year, fiscal 1954, of almost 30 percent. Tennessee has 
just increased her appropriations for current operations of the public 
schools and for capital outlay combined by $14 million for fiscal 1955, 
and $19 million for fiscal 1956. Tennessee has a general fund surplus 
of about $21 million. The State has a moderate debt of a little over 
$100 million. Our countries have unused margins for tax levies and 
bond issues for public schools and various other purposes. 

The public schools, long the pride and joy of the people, traditionally 
sheltered by our State and local governments, have been kept almost 
entirely free in most areas from the dangers constantly presented 
by those seeking to subvert the minds of the boys and girls in our 
public schools. 

If subversive forces could concentrate on getting their men into a 
a Federal school authority their danger would become far, far 
greater. 

Mr. Battry. May I interrupt the gentleman there ? 

Chairman Barpen. With the gentleman’s permission. 











580 FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 


Mr. Batter. Do you mean to imply that any one member of this 
committee who is in favor of Government participation in financing 
school construction is subverting the minds of the boys and girls? 

Mr. Pouprr. No, sir. 

Mr. Baitey. Then you had better change that statement. 

Mr. Pouper. I don’t say that in this statement. 

Mr. Battey. Read it again. 

Mr. Pouprr. If subversive forces could concentrate on getting their 
men into a central Federal school authority their danger would be- 
come far, far greater. 

And I believe you gentlemen will each agree that if that ever hap- 
pened in the far future or at any time, we would be in very grave 
danger, or our schools would be. 

Mr. Battery. I would like to say to the gentleman that the only hope 
of this country is an educated citizenry against the encroachments of 
communism and other kinds of isms, and 1 don’t like that statement to 
remain in the record because it is grossly unfair to the members of 
this committee who might favor Federal grants in aid. 

Mr. Poupgr. Yes, sir, I respect your—— 

Chairman Barpen. Let me say this: The Chair does not see any- 
thing either inaccurate or improper in the statement. He says if co. 
versive persons were to become a part of the management and direc- 
tion. And I expect all of us will have to admit, even though it may 
turn our faces red, that such has happened. 

Mr. Bairey. In the field of education ¢ 

Chairman Barpen. No; I don’t know whether it is in the field of 
education. 

Mr. Batiey. We are talking about education here. We are not 
talking about foreign affairs. 

Chairman Barpen. I have heard it accused that we had some there, 
and it is not beyond the realm of possibility. The only thing I am 
addressing myself to is that I think the gentleman is properly within 
his rights to make the statement, even though we may disagree with 
him. 

Mr. Baizey. I don’t believe he is within his rights at all because I 
don’t believe anybody has any business making even a suggestion of 
that kind. 

Mr. McConnewt. Mr. Chairman. 

Chairman Barpen. Yes. 

Mr. McConnet. In reading this I don’t see where there is anything 
wrong withit. Lagree with thestatement. It says here: 


If subversive forces could concentrate— 
whoever they may be— 


on getting their men into a central Federal school authority, their danger would 
become far, far greater. 

That is the danger of subverting the minds of the boys and girls 
in our public schools. And I eal certainly say that would be true 
if any subversive forces could get somebody in. We have got to guard 
against that. You would guard against it. I would guard against it. 
Every member of this committee would guard against it. 

Mr. Batter. Won’t the gentleman agree with me that it is rather 
farfetched? It has little to do with the proposition before this 
committee. 
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Mr. McConnetu. No. I would say, in connection with the teaching 
of children, there is no more sensitive field where we would have to be 
more alert to subversive forces. I would say that is a very great 
danger spot. 

Mr. Battery. Does this legislation we are drafting have any Federal 
participation for teachers’ salaries and determining the course of 
study? It is for school construction. 

Mr. McConnett. I don’t think that necessarily enters the problem. 

Mr. Battny. If you were subsidizing the teachers’ salaries and deter- 
mining the course of study, I would say the gentleman’s position was 
all right. 

But we are dealing here with school construction. That does not 
contaminate anybody, a school building. But the course of study and 
the type of teachers you employ might. 

I still say it is far afield and us no place in here. 

Mr. McConne.u. I would say to my colleague that I have a bill in 
here which is the administration proposal for construction aid, and I 
don’t feel in any way badly about this, and I don’t think it is in any 
a aimed at myself. 

thoroughly agree with this, that we should be alert to prevent 
subversive forces getting into our school system. 

Mr. Pouprr. There is no intention to reflect on any member of the 
committee. 

Shall I continue, Mr. Chairman ? 

Mr. Vetpe. Mr. Chairman ? 

Chairman Barpen. Unless the gentleman from West Virginia in- 
tended that to be a motion, 

Mr. Bartzy. I did not make a motion. I did not make it in the form 
of a motion. 

It is generally understood, for the several years that I have been on 
the committee, that I am an advocate of Federal aid for education, 
and I just don’t want anybody coming in before the committee here 
and implying even the thought that my decisions to support Federal 
grants-in-aid for education would be in any sense of the word leading 
toward any subversive possibilities. 

Mr. Vexpe. Does the gentleman mean to say that we should not be 
allowed to talk about subversive activities ? 

Mr. Battery. You can talk about them all you please. 

I still say it is—— 

Mr. Veupe, If the gentleman will read the record of the Un-Amer- 
ican Activities Committee you will see that Communists and other 
subversives have tried to infiltrate our educational system. 

Mr. Batter. If we were dealing with teachers’ salaries and courses 
of study, I would agree with the gentleman, but we are dealing with 
a piece of construction legislation. 

Why bring this out just for the purpose of diverting what the com- 
mittee is trying todo? That is all it is. 

I have made the last comment I am making on it, Mr. Chairman. 

Mr. Wier. I think, if Mr. Bailey would have been here the last 3 
or 4 days, he would have heard quite a bit of this kind of challenge 
by witnesses here who have their objections and natural objections, 
implying quite strenuously that certain organizations are too strenu- 
ously engaged in trying to get school construction through the Fed- 
eral Government. 
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The NEA has been under attack here 2 or 3 times for the part 
they are playing in it. 

T hold no brief for this man. 

We have a taxpayers’ association in my State that 1 am continually 
in conflict with. I presume he is in conflict with me. I do not sub- 
scribe entirely to this attack. But I think that is the right of a tax- 
payers’ association to offer their criticism, and I think that is probably 
what he is referring to here, is criticism of agencies or individual 
organizations, PT A’s or whatever they are. 

Mr. Battey. You mean he is just parroting a trite phrase to try to 
throw cold water on something that somebody else wants to do. That 
is exactly what it is. 

Mr. Wier. I will conclude now; you have finished it for me. 

Chairman Barpen. Will the gentleman proceed 

Mr. Pouper. Incidentally, gentlemen, it is our hope that even a coun- 
try boy from the State of Cordell Hull would be welcome to come in 
and express his views impartially and inoffensively, and have them 
placed in the record. 

Chairman Barpen. Let me say that, in the opinion of the Chair, the 
gentleman’s conduct and his expression of opinion are perfectly all 
right before this committee. 

There is no motion or no desire on the part of the committee to in 
any way hamper the gentleman. 

Mr. Wier. I would be the last one to bridle anybody here in express- 
ing their opinions as long as they do not charge me with being a Com- 
munist. 

Mr. Povuper. You gentlemen of the committee do not need to be 
reminded that for years most of America’s statesmen, jurists, and other 
thoughtful students of Government and national and individual se- 
curity have maintained their firm conviction that Federal participa- 
tion in the financing of our public schools would soon lead to Federal 
control, and all the alarming array of evils that remote Federal con- 
trol, coupled with financial assistance, would present. 

Can there be one valid reason why the States, with their incom- 
parably stronger financial position, with the ratio of combined State 
debt to Federal debt standing as 2.8 to 100, should be expected or al- 
lowed to shift a part of their traditional burden of financing, with the 
aid of their political subdivisions, the cost of their public schools? 

The most ordinary conception of prudence and equity and financial 
security, it seems to Tennessee Taxpayers Association, appears to re- 
quire that the Congress and the Executive recognize the total imprac- 
ticability and the utter undesirability of consummating such a pro- 
posal. 

So, gentlemen of the Committee on Education and Labor, we present 
our earnest appeal to each of you that your committee report ad- 
versely the pending proposal that our Federal Government, already 
grievously and excessively burdened with debt and long employing 
dangerously high tax levies, add to its burden to help our prosperous 
States and our local governments. 

Thank you, gentlemen. 

Chairman Barpven. Thank you, sir. 

Mr. Bailey, do you have any questions? 

Mr. Bartey. I have a lot of them, but I am not wasting time. 

Chairman Barpen. Mr. Metcalf? 
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Mr. Mercatr. I have no questions, Mr. Chairman. 

Chairman Barpen. Mr. McConnell ? 

Mr. McConne tu. No questions. 

Chairman Barven. Mr. Gwinn? 

Mr. Gwinn. Mr. Pouder, I would like to bring out one or two facts 
on the capacity of Tennessee to take care of its own school needs. _ 

This yellow document, called The School Facilities Survey, which 
contains the principal state of facts on which we have to rely if we 
crant Federal aid to education, referring to Tennessee, says that you 
have a need for school construction of $218 million, and you have a 
capacity to take care of your own school needs of only $79 million, 
leaving a deficit in Tennessee of $138 million. 

Mr. Povuprer. May I ask the gentleman whether that is the original 
estimate or the latest revised one which was, as you know, revised 
downward very heavily, and perhaps the next revision might eliminate 
any deficit altogether. Often these surveys are made in an atmosphere 
of enthusiasm. Some of the underprivileged people in some of the 
States are said to have held to this position: Whatever comes from 
Washington or far off “don’t cost nobody nothing.” And when people 
are making out a schedule of things that they might get by going to 
Washington with hat in hand and begging for funds, I am afraid there 
is an inclination to deal very generously with themselves in their 
asking. 

Every State department, when it presents to our Governor its ask- 
ings for the next biennium, asks in such amounts that they have to be 
trimmed very, very heavily in order to bring them down within the 
hounds that the legislature and the government may be willing to 
burnden the people with. 

Mr. Gwann. Who furnished this information, if you know, to the 
United States Office of Education by which they arrived at any such 
figures for Tennessee ¢ 

Mr. Pouper. I don’t have that information before me, sir. 

Mr. Gwinn. This deficit that is referred to of $130 million for 
Tennessee is based solely on the borowing capacity of the school dis- 
tricts. Do you have other means of financing construction in Tennes- 
see besides borrowing on bonds of the school districts? 

Mr. Pouprer. There are very few of the school districts as such in 
Tennessee—I think only 19—and they are in rural communities. Our 
county governments as a whole, unlike most States, and our city gov- 
ernments produce the funds required for the public schools. 

Mr. Gwinn. How do they raise their funds? 

Mr. Pouprr. They raise about $17 million each year through prop- 
erty taxes and licenses and fees. But they get from the State gov- 
ernment now at the rate of $79.9 million a year. So they get really, 
far and away, the greater part of the school funds from the State gov- 
ernment itself, since the local government is compelled to get between 
50 and 60 percent of its current revenues from property taxes. 

Now, as I pointed out in the brief, the counties, cities, and towns 
have not been required by the State government—that formulates a 
basic program of education and contributes the greater portion of 
that cost—to increase their contributions one dime since 1946 when 
they were contributing $17 million per year. And it would seem, I 
believe, that there is an unused margin with the prosperity that has 
come about since 1946. 
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Mr. Gwinn. That is, you make the point that you have available 
for schoo] construction unused bond borrowing capacity in Tennessee. 

Mr. Pouper. Yes, sir. 

Mr. Gwinn. You have $79 million of State funds to be applied to 
all the counties, or the counties that need help most. 

Mr. Povuprr. No, I don’t say that because I am not completely in- 
formed at the moment. 

I just say this, sir, that the Tennessee government is showing its will- 
ingness to roll up its sleeves and levy a new burden of $26 million in 
sales tax and $10 million a year in increased automobile fees and other 
licenses, and to increase its own generous contribution to education not 
yes x by this $14 million for public schools and $19 million in the suc- 
ceeding fiscal year, but it increased the appropriations by about $70 
million in this recent legislature. And we just point out that, with 
the Federal Government being in the financial position it is, that the 

rovision of school buildings and the control of the schools should 
ogically remain the exclusive responsibility of local and State 
government. 

Who are more interested in good schools and good school buildings 
than the parents ? 

Mr. Gwinn. Yes, but, Mr. Pouder, you State will be referred to 
over and over again as a State that surely will need the generosity 
to shine upon it from Washington. 

Mr. Pouper. Will need to do what ? 

Mr. Gwinn. Will need the generosity and the aid to come from 
Washington to your rescue as a State. 

Now if you can show your own capacity to take care of yourselves, 
then that is pertinent, and I would like to see whether or not the facts 
warrant the statement that you can take care of yourselves. 

Mr. Pouper. Would you limit Federal generosity to schools, or 
would you say that it should assume a patriarchial and paternal atti- 
tude and provide everything for the people that does not meet your 
particular idea of what generosity is ? 

Mr. Gwinn. I should think, to be logical, that Washington ought 
to do everything for Tennessee that it thinks Tennessee should have 
done for it from Washington. 

Mr. Povuprer. When the Federal Government was set up, sir-—— 

Mr. Gwinn. In order to be logical. 

I don’t say I am for that, but, to be logical, I see no reason it should 
stop with school construction. 

Mr. Barter. Would the gentleman yield for a point of information ! 
It is not a question to be contradictory. 

Mr. Gwinn. I yield. 

Mr. Barmy. I think the gentleman’s presentation would be much 
more effective if he was able to put into the record what part of this 
contribution by the State government of Tennessee toward the schools 
is school-construction money, what part of it is ordinary State aid 
for teachers’ salaries. 

What are they doing toward the school-construction problem? That 
is the problem before the committee. 

Mr. Gwinn. That is the problem I am trying to get at. 

You speak of your raising very substantially your State contribu- 
tion. I was trying to bring out how much of that is available for school 
construction, if you know. 
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Mr. Pouprr. School construction has always been the province of 
county, city and town governments. But the state of Tennessee began 
back in 1946 to contribute $6 million a year for the aid of school-build- 
ing construction. And in the general assembly of 1955 it increased 
that grant of State funds from S6 million to about $734 million, an in- 
crease of about 30 percent. 

Mr. Gwinn. In addition to that you have a gasoline tax which is 
available for school construction, do you ? 

Mr. Pouprer. Oh, no. The gasoline tax goes into the general funds. 
We don’t pinpoint dollars. We just have a general fund, and they 
give education whatever may be the conception of the State depart- 
ment to be its real needs. 

Mr. Gwinn. Are the proceeds of your sales tax also available to 
some extent for school construction ? 

Mr. Pouprer. Almost the entire $26 million estimated of revenue 
is dedicated to schools. When the sales tax was enacted in 1947 at 
the request of the Governor 2 percent of it was set aside to cover the 
cost of administering that tax. 10 percent was shared with the mu- 
nicipalities, and about 1214 percent went to the support of public as- 
sistance. 

And on the first 2 percent those allocations continue. But over $20 
million of the revenue is being allocated and dedicated to education. 

Mr. Gwinn. Then, in addition to the bonding capacity of the school 
districts, which is still not exhausted for school purposes 

Mr. Pouper. It might exhaust the hypothetical idealistic schedule 
of new school buildings where they condemn every one-room school 
building. We have been very rapidly eliminating the one-room school 
and concentrating the student bodies in larger schools with a splendid 
system of State transportation that is free. 

I beg you gentlemen to believe that Tennessee is better than a remote 
body like yourselves, devoted as you are to things in your field. And 
may I remind you gentlemen that when the Founding Fathers set 
up the Federal Government you were given, the Federal Government 
was given certain limited functions, and everything else was reserved 
to the States. 

So how do you gentlemen get into our school problems? 

Mr. Gwinn. I think it would help us, though, if you could just 
give us the facts about your own capacity in dollars to take care of 
yourselves. 

Many of us agree with your philosophy, but we would like to have 
the facts. 

Mr. Pouprr. Yes. 

Mr. Gwinn. As to whether or not you can take care of yourselves 
either out of bonded indebtedness or with bonded indebtedness plus 
sales ine plus State aid. Are you able to take care of your own 
needs 

Mr. Pouprer. Take care of our needs according to the needs as they 
appeal to the parents and the school patrons or as they appeal to gentle- 
men in Washi n? 

Mr. Gwinn. I am talking about you as a taxpayer and the people 
with their own children managing their own schools in their judg- 
ment. What is the fact? 

Mr. Pouner. I think they can provide it. 
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Mr. Gwinn. Do you know of any meetings in Tennessee of taxpayers 
or school people nt bv are petitioning or making resolutions to Wash- 
ington for Federal aid to education ? 

Mr. Povuper. Yes, sir. I think that 20 or 25 percent of the people 


would say, well, if we can go to Washington and get something, it 
don’t cost nobody nothing. 


A complete fallacy. 

Mr. Gwinn. I have no further questions. 

Chairman Barpen. Mr. Smith? 

Mr. Smirx. No questions. 

Chairman Barpven. Mr. Velde? 

Mr. Vetpe. I have just one: Mr. Pouder, you are executive secretary 
for the Tennessee Taxpayers Association ? 

Mr. Pouprr. Yes, sir. 

Mr. Ve pe. In that position I suppose that you advocate the reduc- 
tion of all taxes, both Federal, State and local. 

Mr. Pouper. Well, our people have sometimes been accused of being 
a little too generous. 

First, let me say that I was Tennessee’s first city manager, and had 
about 9 years’ experience on the governmental side of the fence. 

Mr. Vetpe. In what city, may I ask? 

Mr. Pouper. Kingsport. And before that I was 6 years with the city 
of Johnson City as head of the Finance Department. And even before 
that I understudied perhaps America’s ablest city manager, Col. H. H. 
Waite, in the city of Dayton, Ohio. 

I think our people have a very sympathetic attitude toward needs. 
That is the thing we studied. We believe that if you just simply cut 
taxes you are merely encouraging the creation of a deficit which must 
result in increased cost on the people because they have got to repay 
the principal of a deficit bond issue and interest thereon perhaps for 
10 years. We try to liquidate our bonds within the 10-year period. 

Mr. Vevpe. May I ask what stand does the Tennessee ‘Taxpayers 
Association take on this $6-million-a-year appropriation from the 
State fund ¢ 

Mr. Pouper. We endorsed it. Not only that but when Governor 
Clement was authorized by the legislature of 1953 to appoint three 
members of the committee to study the method of distributing school 
finance, to get it on an equitable basis, the speaker of the senate 
appointed 1 man, the speaker of the house—2 members of his house; 
Governor Clement appointed Dr. Charles P. White, an able tax expert 
of the University of Tennessee, to represent east Tennessee; he ap- 
pointed the vice president of the Tennessee Farm Bureau Federation 
trom west Tennessee to represent that section, and, to our delight, he 
chose me to represent middle Tennessee. 

So I worked with that committee over a period of about 18 months, 
and we had our executive secretary of that committee hold regional 
conferences with the city and county officials and the school officials in 
every congressional district, inviting all of them to come in and to pass 
on the proposals that had been developed by the committee. 

Mr. Vetpr. What I am getting at is this: Asa taxpayers’ group you 
are interested generally in reducing taxes, but you pick on certain 
types of taxes, is that right, that you feel should be reduced? And, as 
far as your taxes for education purposes are concerned, you have made 
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no effort to reduce those as far as the State is concerned, the State of 
Tennessee. 

Mr. Pouprer. We study it on an expenditure basis. We believe that 
to work on taxes first is leiginsieinngr at the wrong end of things. 

And if an establishment of need is made, then we are for the pro- 
vision of the funds according to the methods chosen by the general 
assembly. 

I believe in no case have we ever recommended a tax except when 
Gov. Jim McCord, a former Member of the House here, came to the 
meeting of our executive committee. He said: 

Gentlemen, I have got certain problems here. I have got to help out the follow- 
ing forces and functions of the State government and of local government. 
And he mentioned sources of taxation he felt were impracticable. He 
said : 

I find that the only source of revenue that will produce the funds we need is a 
2 percent retail sales tax, and I am going to go right around this table here and 
ask each of you gentlemen if you have a better plan for producing these funds 
than I have through a 2 percent retail sales tax levied. 

Well, he got a unanimous endorsement of his proposal. 

Mr. Veupe. As far as your gasoline sales tax is concerned in Ten- 
nessee, did your taxpayers’ group oppose that ? 

Mr. Pouper. No, sir. That has been up on its present level almost, 
perhaps longer than our association has been in existence. 

Mr. Vetpg. What kind of State and local taxes does your taxpayers 
association object to? 

Mr. Pouprer. As I say, we work on the expenditure end, and we 
seldom say that you ought to have no tax on this group or that. 

Our association, at the outset, determined that it would not try to 
shift the burden of taxation from one group to another. We have 
about 99 types of taxpayers in the State, and we just could not afford 
to be trying to pull somebody’s chestnuts out of the fire. 

On the Federal level we say that we should consider the need, the 
real need, and, everything above that, let’s save America first and 
our integrity. Because our enemies, you know, say they are only wait- 
ing until we exhaust ourselves and a will come in for the kill. 

We cannot afford to see that done, and you gentlemen can’t. 

Mr. Vewpe. Just one more question: Do you have a constitutional 
tax limit in Tennessee ? 

Mr. Pouper. On what kind of taxes? 

Mr. Vetpe. On school taxes. 

Mr. Pouper. No, sir. 

Mr. Verve. That is all. 

Chairman Barpen. Mr. Frelinghuysen ? 

Mr. Fretincuuysen. I would like to ask Mr. Pouder whether he 
agrees with President Eisenhower that there is an unprecedented 
shortage of classrooms in this country today. 

Mr. Pouper. There has been a wave of war babies, sir, hitting our 

ublic schools ever since the marriages resulting from World War IT 

gan. 

Mr. Fretincuuysen. As the father of five children, I can attest to 
part of the problem. But I am wondering whether you agree with the 
statement of the President. 

Mr. Pouprr. We would not want to agree with the blanket state- 
ment where we don’t have all the facts. 
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We have a very high respect for our President, but—— 

Mr. FrevincHuysen. Do you doubt that there is an unprecedented 
shortage of classrooms today ? 

Mr. Poupsr. No. I think there probably is because we have cer- 
tainly had an unprecedented increase in school attendance in 
Tennessee. 

Mr. FrevincHuysen. You are more or less in agreement with the 
President’s statement then, are you not ? 

Mr. Pouper. I would not want to commit myself to a certain 
number. 

Mr. Fre.incuuysen. The second question I have to ask you is do 


you thing it is a legitimate concern of the Congress to concern itself 
with a problem of that kind? 


Mr. Pouper. Do I know—— 
Mr. Fretincuuysen. Do you think it is a legitimate concern of the 


Congress to concern itself with a question regarding the nationwide 
shortage of classrooms? 


Mr. Pouper. No, sir. 

Mr. Fretincuuysen. That isall, Mr. Chairman. 

Chairman Barpen. Mr. Coon? 

Mr. Coon. No questions. 

Chairman Barpen. Mr. Fjare? 

Mr. Fsare. No questions. 

Chairman Barven. Mr. Wainwright? 

Mr. Warnwricut. Following Mr. Frelinghuysen’s question, he was 
asking whether the Federal Government had a responsibility or, as 
he put it, an interest in the problem. 

Would you feel the interest lies solely in the States or in the local 
school districts ? 

Mr. Pouper. In State and local combined, where it has always lain. 

Mr. Warnwrtcut. No further questions. 

Mr. Wier. I wanted to follow up a question Mr, Gwinn asked. 

Chairman Barpen. Mr. Wier. 

Mr. Wier. I remember in your statement you said that for the fiscal 
year of 1955 your State legislature had appropriated or made avail- 
able $73 million for school purposes as against $60-some-odd in the 
last fiscal year. Is that the correct figure? 

Mr. Pouper. Yes. 

Mr. Wier. How did you raise that added revenue? Did you in- 
crease property taxes, sales taxes? Or how did you find that extra 
money for schools this year ? 

Mr. Pouper. Our revenues, without a change in the source or the 
rate under the forces of inflation, have been providing Tennessee with 
a very great increase in the tax collections, and our surplus, despite 
the increased needs, has been accumulating at a very substantial 
rate, so much so that they inaugurated a custom about 4, ok 6 
years ago to transfer the general fund surplus over to the highways 
where it would prevent bond issues and the added interest which bond 
issues represent. 

Mr. Wier. Those figures relate themselves to an inflated dollar then. 

Mr. Povuper. I am sorry; I did not hear that. 

Mr. Wier. Those figures then that I just expressed between 1955 
and 1954 relate themselves to an inflated dollar. You did not increase 
any taxes ? 
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Mr. Pouper. No, sir. 

Mr. Wier. That is what the chairman was saying before the meet- 
ing started, the money was inflating itself now to the extent where 
values don’t mean anything. 

Let me ask you another question as the representative of the Ten- 
nessee Taxpayers Association. 

Have you ever been to the Congress before protesting expenditure 
of funds out of the Federal Treasury for the Tennessee Valley Au- 
thority or for your highway system ¢ 

Mr. Pouper. Well, back in 1940, after we had conducted a study 
of what taxes would be lost through the proposed exemption of prop- 
erties that formerly were taxpaying properties, the properties of the 
privately owned public utilities, we began to importune Congress. 
First we worked for 2 years on our friends of the TVA, and, in the 
main, they have got a wonderfully fine body of men in there. And 
we endeavored to secure an agreement from them that they would, 
themselves, replace or pay a tax equivalent that would enable the 
counties to carry on, one of them depending 70 percent for its school 
funds on the taxes being paid by the Tennessee Electric Power Co. 
on a large dam held in this small rural county. 

We failed to get an agreement out of the Board of Directors and 
the staff of the TVA. we began addressing letters to the Con- 
gress. That was in the lifetime of Senator George W. Norris, often 
referred to as the father of the TVA. 

Senator Norris wrote our President, at that time Mr. C. W. Bailey, 
a very able civic leader : 

Mr. Bailey, I am afraid that the questions you are raising now may prevent 
the consummation of our efforts to have TVA acquire the properties of the pri- 
vately owned utilities in Tennessee. Let me give you my word that if you gentle- 
men will lay off on that I will personally draft a tax replacement bill that will 
require the TVA to replace to city and county government its property taxes. 

Well, we accepted the word of Senator Norris. And he delivered by 
drafting his bill and endorsing it, and it was enacted. 

And TVA now distributes to the State government and to the coun- 
ties in Tennessee and to each of the other 6 States of the Tennessee 
Valley more than $2 million a year. And, of course, Tennessee has 
most of its properties and most of its power sold in Tennessee. 

The formula provided by Congress for the tax replacement pay- 
ments were b on those two factors. 

Mr. Wier. Then I can assume, from your reply, that you support the 
Tennessee Valley Authority ? 

Mr. Pouper. Well, we just haven’t had any quarrel with them since 
we got this tax replacement bill through the Congress. And we work 
quite closely with their governmental research agency and with any 
other agency with whom we have any excuse for contact. 

Mr. Wier. That isall I have. 

Chairman Barven. Mr. Pouder, I notice here in the State of Tennes- 
see the Federal Government owns 6.1 percent of the real estate in the 
State. 

Now you partly solved a problem by the TVA paying a sum in lieu 
of taxes that would at least to some extent meet the Federal share of 
its responsibilities. 

Now that sounds like good sense to me. Do you approve that? 

Mr. Pouprr. Yes, sir. 
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Chairman Barpen. You justified that on the basis of the Federal] 
Government coming in and taking a part of the land against which 
were outstanding bonds and obligations, and — which would 
accrue obligations in the future if it were owned by private citizens?! 

Mr. Pouper. Yes, sir. 

Chairman Barpen. Now what is wrong with the good sense, the 
honest bookkeeping, and the restoration of Uncle Sam in every one of 
the 48 States to the position of a good citizen carrying his part of the 
responsibility of the State in which he is operating in letting the 
Federal Government pay, in lieu of taxes, a sum to every State in the 
Union in which it owns real estate? And it owns real estate in every 
State in the Union. 

Mr. Wier. They do that on housing. 

Mr. Poupver. We would heartily approve that, Chairman Barden. 
And let me add now that, in addition to these lands acquired by the 
Federal Government by purchase for the TV A and for other agencies, 
you will remember that Mr. John D. Rockefeller proposed to the 
States of Tennessee and your own home State, North Carolina, that 
he would devote so many million dollars to the provision for the Great 
Smoky Mountain National Park, which is included in this area, and 
perhaps constitutes the larger portion of the acreage that you refer to 
in your six-and-a-fraction percent. Of course, anybody would ap- 
prove such a wonderful benefaction as John D., Jr., made in memory 
of his sainted mother, Laura Spelman Rockefeller. 

But I do hope that the Congress will implement, as soon as it can, 
means for making good the losses. It won’t mean so much to Tennes- 
see, but for a lot of these Western States it is of vital consequence that 
the Federal Government begin to recognize its obligation to pay a 
tax equivalent. 

Chairman Barpen. Well, it amounts to a considerable item in the 
United States when 21.3 percent of the real estate of the whole United 
States belongs to the Federal Government. 

Mr. Pouper. Yes, sir. 

Chairman Barpen. You were speaking of the national park. I just 
got a letter this morning. You know the Government imposed a fee 
system to charge you to go through our park in North Carolina. And 
I presume that extended over to Tennessee. 

Mr. Pouper. Yes, sir. 

Chairman Barpen. So the Department very graciously announced 
this morning that they were not going to make us buy tickets this year. 

As much as the State has given in many, many ways, they are not 
content with taking the land, but now they want to make us pay for a 
ticket to look at it, which certainly sounds silly to me. 

I am delighted to have your view on this question of payment in 
lieu of taxes. I know many of these departments and organizations 
that have real estate from public housing up or down—whichever way 
you want to look at it—pretend that they are going to give such and 
such, and when it winds up it is a good, flat, round zero insofar as 
benefit or even being in proportion to what they ought to give. 

Mr. Pounper. Yes, sir. 

Chairman Barpen. Thank you. We appreciate your coming before 
the committee. 

Mr. Pouper. Thank you, Mr. Chairman. 
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Chairman Barpven. Mr. N. Bradford Trenham, of the California 
Taxpayers Association. 


STATEMENT OF N. BRADFORD TRENHAM, EXECUTIVE VICE 
PRESIDENT, CALIFORNIA TAXPAYERS’ ASSOCIATION 


Chairman Barpen. We would appreciate your giving the reporter 

your name and your organization. 
’ Mr. Trennam. Mr. Chairman, Mrs. Green, and gentlemen of the 
committee, I am N, Bradford Trenham, executive vice president of the 
California Taxpayers’ Association, with headquarters offices in Los 
Angeles. 

[ appreciate the opponent: sir, to appear before you for the first 
time in history, and I will try to be brief because there are gentlemen 
from three other States who would like to follow me and who have 
something valuable to say. 

Mr. Gwinn. Excuse me. 

Tell us a little more about you. We want to be sure that you pay 
taxes and that you are qualified as an educator, and if you do have 
any interest ineducation. Tellus a little more about yourself. 

Chairman Barpen. Now may I say to the witness: That is not a 
prerequisite to your appearance before the committee. 

Mr. Trenuam. Sir, I enjoy nothing more than talking about my- 
self, although I am embarrassed to do it. 

I have been with the California Taxpayers’ Association for 29 years, 
13 years of it as educational counselor, the rest of it as the chief 
executive. 


I am a Rhodes scholar from Arizona, consultant to Federal, State, 
and local governments for the last 25 years, special consultant to the 
staff of Hogents Inquiry, State of New York, 20 years ago. Cali- 


fornia collaborator in a study of Federal relations to education in 
i931; member of the NEA and Parent-Teachers Association ; and live 
in harmony with the educators of California, and try to guide them 
in the paths of righteousness. 

I am a farmer and lumberman. I pay taxes in Florida, California, 
South Dakota, and Nebraska. 

Chairman Barpen. You may continue with your statement. 

Mr. Trennam. The California Taxpayers’ Association works for ef- 
ficiency and economy in Government. Paradoxically, gentlemen, we 
are not concerned with taxes; we are concerned with public expendi- 
tures regardless of who pays the taxes. 

The association believes that necessary Government services should 
be provided at minimum cost and paid for as close to home as possible. 
In its statement of objectives for 1954-55, the membership adopted a 
nine-point program, including these items: 

Abolish unnecessary Government activities ; 

Su Cet efforts to improve Government administration ; 
Hold Government debt within bounds; 

Curtail subsidy programs. 

These ideas were reiterated February 8, 1955, at the 29th annual 
membership meeting. 

Mr. Battey. May I ask a question at that point. 

Chairman Barpen. Yes. 
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Mr. Barey. Would the gentleman and the association he represents 
want to abolish Public Laws 815 and 874? 

Mr. Trennam. We have no pronouncements on those things, and 
personally I approve of them. 

Mr. Battery. Very well. That is all. 

Mr. Trenuam. Consistent with this point of view, and after care- 
ful study of facts developed by its own research, that of other bodies, 
and by official State and Federal reports, the association opposes Fed- 
eral aid to education whether proposed for operating purposes or for 
school construction as currently before the Congress. 

California, with the largest number of full-time pupils enrolled in 
elementary and secondary schools of any State—we passed New York 
several months ago—and with the heaviest growth situation, is pay- 
ing its own way and is solving its school-construction problems with 
its own money with no Federal aid except in some heavily affected 
defense areas assisted under Public Laws 874 and 815. 

A news report from the Los Angeles Times Washington Bureau of 
March 29 quotes the Department of Health, Education, and Welfare’s 
statement that this State is spending more than 1 percent of its total 
income on school construction and that this percentage is the highest 
of any State. 

Since the end of the war the State government has made available 
to school districts with inadequate local bonding and tax resources 
$590 million from the State genera! fund and from the proceeds of 
State bond issues authorized by the people. That is exclusive of oper- 
ating subventions on the part of the school districts. 

Mr. Battery. What part of that five-hundred-some million you are 
talking about was raised by a statewide bond issue in California, and 
what part of it comes out of current revenue ? 

Mr. Trennam. We took $55 million out of our surpluses. We are 
still operating on wartime surpluses in California. The rest of it 
was voted by the people by an overwhelming majority. 

Mr. Batter. And, of course, throughout the life of that bond issue 
you as taxpayers will be paying the bill. 

Mr. Trennam. Yes, sir. It is our effort to take care of our own 
who are unable to do it themselves because of inadequate district 
resources. We area very State-minded State. 

At the same time the individual school districts have appropriated 
from their tax funds and locally voted bonds for capital outlays up 
to June 30, 1955, about $1,430 million. These two sums exceed 2 bil- 
lions of effort to meet school capital outlay needs since the end of 
the war. 

Most of this money has been spent and the remainder of it is being 
spent as rapidly as our construction industry can build the buildings. 
A week ago when I left Los Angeles, cement was rationed in Los An- 
geles because the private building, highway construction, and school 
construction had overtaxed our capacity to produce cement. 

I would like to mention to you that there is more than money in 
meeting these classroom deficiencies. There are also carpenters, steel, 
cement, lumber, and other things to be considered. The mere appro- 
priation of money does not ipso facto solve the problem. 

On June 30, 1955, there will still be about $200 million in the State 
funds available for use, included above. But probably a similar 
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amount will be in local funds. On top of this the 1955 session of the 
California legislature is considering, and will probably submit to the 
people, an additional $100-million State bond issue, while the districts, 
almost without exception, are bonding themselves to meet their school 
needs. 

Los Angeles, the largest of the California school districts, for ex- 
ample, on April 5 voted by an overwhelming majority an additional 
$133 million to carry on its school construction program planned for 
the next 4 years even before previous bond funds were exhausted. 

Mr. Batter. May I ask a clarifying question right there ? 

Mr. TrenHam. Yes, sir. 

Mr. Battery. Does the State require that the individual district re- 
ceiving a share of this statewide bond issue put an item in their budget 
to apply to that State loan ? 

Mr. Trenuam. Yes, sir. 

Mr. Battery. How do they work that in a district that has already 
exhausted its levying authority ? 

Mr. TRENHAM. We do it this way 

Mr. Barry. Do you have a moratorium on those payments or some- 
thing like that ? 

Mr. Trennam. No,sir. A district must have exhausted its bonding 
capacity before it can get State money. In other words, we say to 
them, “You make every effort you can, and when you have exhausted 
your capacity, then the State will come in and help you.” 

Mr. Batter. Then the district that still has bonding capacity does 
not participate in this statewide loan ? 

Mr. Trenuam. Sir, let me mention the formula, and I think it will 
clear it up. 

These districts vote whether they want to ask the State. If they 
decide they want to ask the State, and the State finds that they have 
exhausted their bonding capacity and they have reached their statu- 
tory limitations, then they are allocated State funds on a basis of 
what some Californians would call parsimony but what the rest of 
the Nation would call generosity. We allow 55 square feet per ele- 
mentary child, and 70 per high-school child. 

They are made a State loan and grant. They tax themselves 40 
cents per $100 of assessed valuation for the next 30 years to apply 
against it. If good fortune should provide that they pay it off over 
the next 30 years it has been a loan; if they don’t pay it off it is a loan- 
grant. 

Mr. Battery. At the end of 30 years the responsibility of the school 
district ceases and the State assumes it ? 

Mr. Trennam. That is correct. We think it is a very equitable 
formula because it gets an equivalent amount of effort out of each place, 
and if they cannot pay it off the State writes off the balance as a gift. 

Mr. Kearns. What are the classroom needs, in your estimation, of 
California today? The shortage. 

Mr. Trenuam. I have part of it in here, sir. 

Mr. Kearns. Thank you. 

a Trenuam. And the rest of it would be in that school facilities 
ing. 

I would say, in answer to your question, one sentence : 

There is no need which cannot and is not being met. If the district 
cannot do it the State will do it for them. 

59521—55—pt. 221 
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If California can do these things other States can dothem also. The 
efforts of certain organizations to promote Federal aid to education 
must be based on lack of understanding of State and local financia] 
capacity, or a lack of faith in home rule and local government, or on a 
desire to expand Federal activities and Federal financing to a point 
endangering individual liberty in this country, and by centralizing al| 
government in Washington, to destroy our Federal Republic. 

Mr. Battey. Let me make an observation there. 

Over the past years since I have been a Member of Congress I have 
voted for approximately $2 billion of Federal expenditures for the con- 
rai: 64 of irrigation and flood control projects in the State of Cali- 

ornia. 

Did your association op that? 

Mr. Trenuam. I don’t think—— 

Mr. Baitry. Did you oppose those Federal grants ? 

Mr. Trenuam. I mentioned, sir, this is the first time I have ever 
been back here. It is a special dispensation of my board. They have 
been inclined to regard themselves colonials. 

I suppose most of the Californians in times gone by would grab 
anything they could from Washington that they could get their hands 
on. In recent years we have been trying to educate our people to the 
fact that they cannot make a profit by taking from the Federal Gov- 


ernment that to which they have contributed more proportionately 
than their population’s share. And I think we are gradually teaching 
the people of California the evils of coming to Washington. We are 
7.7 percent of the American people, sir, and we supply 9.4 percent of 
the Federal revenue. That is rather hard to get across to some of 


our people. The complexities of modern political science and eco- 
nomics are so great that all of us must work to try to get more under- 
standing on the part of more people. And I think we have a pretty 
good record out there of not coming hat in hand—— 

Mr. Bamzy. The gentleman understands that this legislation, if it 
is approved by the Congress, will be elective. California won’t be 
forced to participate in it if they don’t want to. 

Mr. Trenuam. If they don’t want to. That is not quite fair, sir. 

Mr. Battey. You are representing a minority, sir, if they are going 
to take it. 

Mr. Trenuam. Speaking of just you and me, personally I would 
suggest that if there must be a residual need in the United States call- 
ing for Federal aid that need should be met and there should be no 

olitical distribution of money to people that don’t need it. And I 
10pe you won’t give California one penny. I hope you won’t give 
New York any. 

Mr. Barizy. But you have a fear that they will ask for it. 

Mr. Trenuam. Our public officials will. 

You must draw a distinction between the bureaucracy and the voters. 

Mr. Wartnwrieut. California is paying 10 percent of these funds. 
What percent is West Virginia paying 

Mr. Batrey. Around 1 percent, roughly. ; 

Mr. Gwinn. Mr. Chairman, following up this so-called clarifying 
question: The statement has been made so often here, Mr. Trenham, 
that the State does not have to participate in these funds if it does 
not want to. Would you like to comment on that in view of the pay- 
ments that you make in any scheme of Federal taxation ¢ 
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Mr. Trenuam, Sir, I would. It can lead to a great injustice and 
a great inequity. It 1s just as though you had a family with 48 sons 
in it, and the father took from all those sons according to their earning 
capacity or their height or their weight and then paid the expenses 
of these boys and distributed some back but said, “Now any of you 
boys who doesn’t want any of it does not need to take it,” thereby 
making it available to the other boys who selfishly did take it. 

How much better not to take it away from the boys in the first place 
and let them develop their own souls and characters and personalities, 
which is the way God intended. 

Is that enough, Mr. Gwinn, or shall I continue ? 

Chairman Barpen. The gentleman may proceed. 

Mr. TrenHaAM. I would like to get in one sentence here, that, as a stu- 
dent of history and political science, I wonder if the people in Wash- 
ington have forgotten how valuable is our contribution to world po- 
litical science in the creation of a federal republic. You hardly ever 
hear it mentioned any more. We hear all kinds of European theories 
of unitarian government and all that sort of stuff and almost no talk 
about the thing we Americans have achieyed in which we get unity 
in national affairs through a federal republic and get diversity in State 
and local affairs through 48 States, 3,050 counties, and 100,000 local 
jurisdictions. So that we can have diversity, and without diversity we 
cannot have progress and development of human beings. 

Isvery time we expand the Federal Government to take over more 
and more of the life of the States and of the people we tend to make 
our people into robots. 

I studied after World War I in Europe and I saw the coming of 
nazism and fascism in the European countries. 

Mr. Barter. I have a question at that point. 

Would you apply that same theory to what we are doing abroad in 
the way of economic aid ? 

Mr. TRENHAM. Sir, we could talk for an hour on that. I hesitate 
totake the time. I shouldn’t talk so much. 

Mr. Battey. All right, just let it drop. 

Mr. Trennam. My family is awfully concerned with this. Prob- 
ably the reason for this agitation for Federal funds for things which 
should be paid for at home, springs from the relatively greater ease of 
Federal borrowing and taxing because of the greater remoteness from 
the taxpayer. If this be the case it is a cruel and dangerous hoax on 
the Nation’s taxpayers for they must pay the whole bill regardless of 
the jurisdiction levying the taxes or distributing the largess. 

With our lamentable history of defict financing and the frightening 
rise in the national debt, it does not seem the part of wisdom for the 
Congress to add to the national debt or to Federal taxes to provide aid 
for the States and school districts to do that which they can and should 
do themselves. They will do the job themselves if adequate attention 
is drawn to the problems by the people who are spending their time 
seeking the easy, but ultimately suicidal, method of expanding the Fed- 
eral Government, Trying to conceal the cost of government by seek- 
ng, finances remote from the public consciousness is a wicked thing 
to do. 

There follows this statement, a memorandum on the California situa- 
tion prepared by Dr. E. Maxwell Benton, educational counselor of 
California Taxpayers’ Association, our school specialist. 
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California Taxpayers’ Association will do anything within its power 
to assist the Congress in gathering information relevant to our State in 
its studies of the problem of housing our great and growing army of 
schoolchildren. Our advice is “do not weaken home rule and loca] re- 
sponsibility by encouraging some communities to shift their responsi- 
bilities to Washington. It will not solve the problem and it will hurt 
the Nation.” 

(The supplemental material referred to follows :) 


EXPENDITURES FOR SCHOOL HousiNe (CAPITAL OUTLAY EXPENDITURES) 


Public-school districts in California (higher education not included) 





| 


Local build- | State building | Total capita] 
ingfunds | aidfunds | outlay 


1944-45.___- bi. Boanne RLCE Sse Sac e kee ebmnee wot ae $8, 673, 790 | _- Bade : $8, 673, 790 
1945-46.___..-- 16, 954, 919 roe 14, 954, 919 
1946-47___. ade 5 A MR hg 36, 636, 899 | 7 36, 636, 299 
1947-48 __- indinniohis wie dalnlee ed sO delbGaiien 86, 902, 486 |.....- 86, 902, 486 
1948-49___..______- a atte | 139,177,046 | $19, 471, 787 158, 648, 833 
1949-50 __.....-- ‘ < Sad 159, 729, 103 25, 025, 194 | 184, 754, 297 
1950-51 __- se 168, 099, 395 | 31, 232, 836 | 199, 332, 231 
1951-52__- sl ones : cons 149, 609, 569 | 89, 985, 387 239, 594, 956 
1952-53 aont 189, 060, 140 102, 930, 066 | 291, 990, 206 
1953-54, preliminary ------ : pie tth wana 227, 891, 915 | 54, 680, 408 | 282, 572, 323 
1954-55, estimated ____- n 250, 000, 000 57, 000, 000 | 307, 000, 000 

Totals: | | 
1944-45 to 1953-54 1, 182, 735, 262 323, 325, 678 1, 506, 060, 94 
1944-45 to 1954-55 --| 1,482, 735, 262 | 380, 325, 678 1, 813, 060, 940 

| 








Some CALIFORNIA FActTs rN CONNECTION WITH FEDERAL AID FOR SCHOOL 
CONSTRUCTION 


California, in the fall of 1954, had more pupils enrolled in full-time public 
elementary and secondary schools than any other State, according to the United 
States Office of Education—2,282,706 in California and New York second with 
2,261,161. 

California also had more classrooms—7,000—scheduled for completion in 
1954-55 than any other State. Pennsylvania was second with 6,000—New York 
third with 4,951—Texas fourth with 4,000 and Michigan fifth with 2,491. 

California not only has the biggest problem so far as school housing is con- 
cerned but it is doing more about it than any other State. 

Since 1947, the State has made available $590 million to school districts 
which do not have the bonding capacity to finance their own building pro- 
grams. Funds for grants totaling $55 million were appropriated in 1947 and 
1948. A $250 million State bond issue was authorized in 1949 for apportion- 
ment on a limited-repayment basis. In 1952 and 1954 bond issues of $185 mil- 
lion and $100 million, respectively, were authorized to provide added funds. The 
1955 legislature has before it for consideration a proposal for an additional 
$100 million which will be put before the electorate in November 1956. 

Between 1947 and the end of 1954, school facilities costing approximately 
$436 million have been placed under construction or completed with State aid. 
(School facilities provided included not only classrooms but school sites and 
equipment and auditoriums and cafeterias.) This has provided 12,381 class- 
rooms with an estimated seating capacity of 423,000 pupils as follows: 





Number of Seating 
classrooms capacity 








Ch. 1575, Statutes, 1947 
Ch. 1.6, division 3, Education Code (1949 act) 
Ch. 19, division 3, Education Code (1952 act) 


108, 000 
245, 000 
70, 000 


423, 000 











— th oe een 


FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 597 


Less than one-half the bond funds available under the 1952 act have been ap- 
portioned and approved for construction facilities as yet ($136 million of $285 
million—many more classrooms will, of course, be built with bond funds provided 
under this act). 

About 90 percent of the facilities provided under the State building aid pro- 
gram so far are for elementary schools. Some idea of the real needs these funds 
have met may be gained by a look at enrollments in California public schools 
since 1947. The classroom space provided for 423,000 pupils represents an amount 
equivalent to very nearly two-thirds of the increase in attendance in all the ele- 
mentary grades (kindergarten through grade 8) of the State since 1947. 


Enrollment in California public schools, 1947-54 





Grades, | - : 
, , -$ ve Kinder- Grades, 
Year (Oct. 31) mee: tee garten 1 to 8! 





109, 894 | 981, 273 
122, 127 | 1, 046, 508 
132, 331 | 1, 109, 863 
137, 153 1, 168, 956 
185, 427 1, 249, 299 
178, 029 1, 357, 649 
212, 809 1, 455, 402 
225, 072 1, 552, 607 





| Includes graded, ungraded, and postgraduate pupils in special day and evening classes, and pupils in 
special classes for pnysically handicapped and mentally retarded minors. 


And, of course, funds provided through the State school building aid program 
are Only a part of the money being expended for schoolhouse construction in 
California. Funds provided by school districts would have to be added to these 
figures. In the past 8 fiscal years (1946-47 to 1953-54) building funds of school 
districts have provided $837,170,616 for capital outlays. In addition, the gen- 
eral funds of school districts have provided $320,037,925. This is a total of 
$1,157,208,541 for capital outlays. (These funds are, of course, used not only 
to build classrooms, but purchase school sites, equipment, auditoriums, gym- 
nasiums, cafeterias, libraries, and office space.) 

A good example of what school districts in California, which are not eligible 
for State aid, are doing is the building activity in Los Angeles. Here is a school 
district that is growing at the rate of 25,000 pupils a year. The voters approved 
bonds in the amount of $130 million in 1952. These funds were expected to pro- 
vide for a 5-year building program. So far, 1,200 classrooms—enough to accom- 
modate 42,000 pupils— have been built and there are still 212 projects, represent- 
ing nearly $50 million, either in the construction or planning stage. In order 
that the vast building program may go on unhampered, the voters just this April 
5 voted an additional $133 million for a building program which will carry 
through 1959. This is only one example of the many California communities 
which are willing and able to do the job needed for housing their youngsters. 

There have been plenty of reports from other States indicating gross exag- 
gerations in classroom needs as shown by the United States school facilities 
survey. Data for California from that report show that there was a need for 
$676,207,000 in the years through 1959. This amount represents needs in so- 
called deficit districts—districts whose estimated cost of needed facilities ex- 
ceeded estimated local financial resources or, to put it another way, districts 
which have exhausted their bonding capacity. But the report also showed that 
there was $1,659,121,000 available in other districts of the State—so-called non- 
deficit districts. 


The legislative auditor in his budget analysis for the current year made this 
revealing statement : 

“A partial analysis of the recently completed school facilities survey indicates 
that if all school districts in the nine counties studied to date, representing about 
one-half of the average daily attendance in the State, were combined into 
unified districts, the amount of State school building aid loans to local districts 
could be reduced by $50 million over a 6-year period. It is roughly estimated 
that 75 pereent of this amount could be financed from local resources and 25 
percent represents the cost of building that would be unnecessary with a better 
system of organization.” 
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School district organization creates administrative problems in California as 
well as in other States. California is attempting to solve some of its problems 
through an intensified school district reorganization program. Other States 
may do the same. Added resources can and will be available for school housing. 
Mrs. Hobby herself has stated that the classroom situation is improving as a re- 
sult of stepped-up construction programs in the States. 

Mr. Trenuam. Just a minute or two on the facts and figures in this 
Benton memorandum, and may I then yield to the other gentlemen, 
Mr. Chairman. 

In the table on page 5 of my statement you will see what we have 
done since the war in our own State. There may be $30 or $40 million, 
Mr. Bailey, of Public Law 815 and 874 money in here which I did 
not have time to segregate out, but it is minute in the total. 

This shows from 1944-45 to this year $1,432 million of local money, 
$380 million of State money, and $1,813 million of capital outlay 
amy over and above all operations, teachers, textbooks and every- 
thing. 

ra that $380 million of State money, we had $590 million, remem- 
ber, and there is $210 million of that still available. It is being paid 
out just as fast as plans can be drawn and cement can be gotten and 
school districts can qualify. 

Mr. Gwinn. Do you mean to say you couldn’t spend it any faster 
if the Federal Government did send you an extra amount ? 

Mr. Trenuam. It would just lie idle. We would probably get 114 
percent on it in the State treasury. 

I talked with the director of educational housing of the Los Angeles 
schools just before I left. Los Angeles was able to spend $30 million 
last year. They hope by a little better organization to spend 40 this 
year. They have got 170 to go. They have got it already voted by 
the people. All we have got to do is sell it at 244 or 2144. It is utterly 
ridiculous to talk about the Federal Government helping us to do a 
job. I think it is just as ridiculous as to the other people if they were 
to get a psychological kick in the pants to do their own job. 

Mr. Battey. May I make an observation there. 

California is in an unusual situation as compared to the other 
States. Basically there are two reasons for the problem facing the 
Nation today in the shortage of classrooms. One of them is the 
unequal distribution of wealth, and that is the situation as applies to 
the State of California. You have had an influx of population there 
and a growth in the past decade of 2,700,000 population. 

Mr. Trenuam. Since when? 

Mr. Barer. I think during the last decade. ; 

Mr. Trenuam. During the last decade? Why, never in the history 
of the world has there been such a large group of people go to such 
an area, We have gone from 8,900,000 to 13 million people. 

Mr. Barter. The point I want to make is this: because of concentra- 
tion of Federal activity, in that they did not make a proper distribution 
of their defense efforts, distribution throughout the Nation as a whole, 
but concentrated a lot of it in California, there is a Federal responsi- 
bility there to the other States because of their making it possible for 
California to do what you say they are doing. 

Mr. WatnwricuHt. What is the Federal responsibility there that 
you mention ? ee ; 

Mr. Batuey. It certainly exists just as much as it existed in Public 
Laws 815 and 874. 
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Mr. Warnwricut. Why, if the old expression applies that God 
takes care of those who take care of themselves—and they seem to be 
taking care of themselves in California and in New York, I might 
add—is there any responsibility on the part of the Federal Govern- 
ment for these people ¢ 

Mr. Baitxy. That applies for the situation in the State the gentle- 
man represents. It isa concentration of wealth. 

Mr. Trennam. Mr. Chairman, may I continue? 

Mr. Battzy. For which the Federal Government is largely respon- 
sible. 

Mr. Warnwricutr. Why should the Federal Government take money 
out of California and distribute it around to West Virginia and the 
other States ? 

Mr. Barry. Because they made it possible for California to have 
that wealth by their unfair distribution of war potential and defense 
efforts. It leaves some other States here absolutely helpless. 

Mr. Trennam. God gave us very few harbors. We had to build 
them. We bring our water 200 to 400 miles. Our milk comes 150 
miles. Most of this influx of population we have had is poor folks 
trying to get on in the world. It takes us about 8 years to break even 
with those people. They constitute immediately a school problem, a 
health problem, a transportation problem, and a housing problem. 
The mere fact that you grow fast does not mean you get rich. The rest 
of us have had to work like the very dickens and run fast to keep where 
we were. It has not all been rosy. And the difference between our 
State paonebey and some of the other States is that our people decided 
that they were going to make good if it killed them, and they have 
worked like the dickens, and I think some of the other States in the 
Union have sort of taken it easy. ; 

I love all the other 47 States, but I don’t think we should ever take 
a chance of wrecking this whole Federal Republic of ours by using the 
insurance policy of the Federal Government to keep other people from 
working so hard. 

Mr. Exxiorr. I would like to ask the gentleman a question at this 
ont. 

' Which States have been failing to go forward with their respon- 
sibilities, in the opinion of the gentleman ? 

Mr. Trenuam. It shows in the report there, and I will not put the 
finger on anybody’s State. If anybody’s conscience hurts them it 
needn’t be yours or mine. This country is 3,000 miles wide and some 
of it has one kind of climate, and some another kind. 

I am just saying that I think each one of these 48 States should in 
its own diverse way work out its problems the best it can, and not take 
a chance of wrecking the Federal Republic by melting it into one pot. 

Mr. Exx1sorr. Who is melting it into one pot? Who is wrecking it? 

I hear those arguments until I don’t know where you gentlemen get 
all this business of the Republic being wrecked. Give me an example 
of its wrecking. We have got the strongest, the greatest Nation in the 
world, the most progressive. We come along and talk about doing 
something for the American schoolchildren, and you fellows come in 
and say the Republic is being wrecked. 

Is aid to a school-building program going to wreck this Republic 
, ny more than any other big general program we have had in the past 

ew years? 
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Mr. Trennam. No more, no, but it would be another step, another 
grain of sand in the centralization of power, in the reduction of local] 
responsibility, and I think it is your God-given responsibility, sir, to 
start decreasing the Federal Government and start increasing the 
States and the locals and the people thereof, even if it makes some of us 
as individuals run harder to earn money and save it. 

We got in the habit of collectivizing; we got it from Europe. And, 
as a westerner, I resent some of these things that start on the Atlantic 
seaboard back here and sweep across the country and keep Americans 
from being the self-reliant individuals that they used to be. 

Mr. Chairman, really I am ashamed to keep these other fellows from 
reporting here. I would like to stay all afternoon because this is my 
field. I live in it and eat it and sleep it and dream it. 

Chairman Barpen. Let me say to the gentleman that the committee 
is not going to adjourn at 12 o’clock. I will see if we cannot go a 
little longer than that. 

Mr. Trennam. [amnottryingtoescape. I love it. 

Chairman Barven. I haven’t seen any evidence of retreat on your 
part at all. 

Mr. TrenuAm. There are three other men here that you want to 
hear who are much more important than I. 

Chairman Barpen. That is all right. Just be at ease and we will 
try to get to those gentlemen. We have three witnesses that we will 
try to clear up before we recess. 

Mr. TrenuAm. Perhaps a sentence would explain my point more to 
this gentleman, Mr. Elliott. 


: Mr. Elliott, my State has succored the whole Nation on social wel- 
are. 

Mr. Exxiorr. Has what? 

Mr. Trenuam. Made suckers of the whole Nation on social welfare. 
We are nuts on social welfare. And by the generosity of the Federal 
Government, we are probably hurting quite a lot of our people. 

In our aid-to-needy-children programs, for instance, we are encour- 
aging a lot of daddies to be just weekend daddies, and then we have 
to spend more money to have our district attorneys chase them up and 
put them in jail because we have made it so comfortable to be a widow. 

I am not saying it is all wrong. It has been excessive. It has been 
careless. 

We have 27 percent of our people over 65 years of age on mye aid, 
which is ridiculous. A lot of those old bucks from 65 to 75 could still 
be earning a living. But if you are going to make it more comfortable 
for them not to work, a lot of them won’t work. 

While we all love all of our fellow Americans, we have got to admit 
there are some of them who are pretty no-good and lazy. The Govern- 
ment should never do anything to encourage that part of our popula- 
tion, but discourage them and encourage the virtuous people who work 
and produce. Because, after all, we have all got to eat. 

Some of your eastern States that are more conservative in their social 
welfare positions have only 7 or 8 percent of their people over 65 on 
old-age aid. I am ashamed of my own State’s position in social wel- 
fare. We have been overly generous. It comes out of the gold rush 
days when all you had to do was go out in the hills and get yourself 


some gold, and our people have tried to keep and carry that theory on 
down to today. 
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Mr. Fretincuvuysen. Will the gentleman yield? 

Mr. Extrorr. Yes. 

Mr. Fretincuvuysen. I would like to get back to the subject of school 
construction because I think you have a great deal of value to tell 
this committee. 

You mentioned the fact that the Federal Government might have a 
residual need which should be handled from Washington in the form of 
Federal assistance. 

Mr. TrENHAM. Yes, sir. 

Mr. Fretincuvuysen. I would like to ask you the same question I 
asked the previous witness. Do you think that there is an unprece- 
dented shortage of classrooms throughout the country today which is 
a legitimate concern of the Congress to consider ? 

Mr. Trenuam. Sir, when you asked that question I reacted to it, 
and I compliment and envy you for the 5 kids. I got as far as 2, and 
that is as far as I could get. 

Your question hinges on the word “unprecedented.” It is no worse 
than it has been at many times in the American history. But it is bet- 
ter known today. 

Mr. Fretincuvuysen. I think you could argue that point. 

To begin with, the numbers of classrooms that are not built that are 
presently needed are greater today, I think, without any question re- 
gardless of what the specific number is than we have ever had. 

Mr. Trennam. In absolute number. 

Mr. Fretineuvuysen. Do you think it is a legitimate concern of the 
Federal Government to take a look at the problem regardless of what 
the solution may be? 

Mr. Trenuam. Absolutely. 

Mr. Frevincuvuysen. I am glad to hear you say that. 

Mr. Trenuam. Yes, sir; I think it is a legitimate purpose of the 
Federal Government to take a look at anything. 

Mr. Fretrnenvuysen. Then is it not a question of the manner in 
which the assistance is provided, if any assistance is provided, that 
is the crucial thing? You have suggested that the residual need is not 
a proper concern for us to provide assistance. 

Mr. TrenHam. Yes, and you would be justified 

Mr. Fretrnenuysen. You are afraid it might lead to centralization 
if we provide anything further than that. But isn’t what the Presi- 
dent has proposed, in short, about what your State is doing? And 
why do you feel that a cooperative effort, a kind of partnership be- 
tween the three levels of government, would not encourage States and 
local communities to do what they must do if we are going to solve the 
problem ? 

Mr. Trenuam. I don’t think we would be too far apart there. I 
think great good will come out of these hearings if they are properly 
reported in bringing to the attention of people not already familiar 
with it that there is a great need. 

Apparently some of the other States are not quite as nutty on the 
subject of public schools as we are. We are the No. 1 public school 
State of the Nation. We are the schoolteacher’s heaven. We are the 
ones that they cite. We have a minimum statutory school teacher’s 
salary of $3,400, which means nothing because there is no teacher who 
gets that little. 
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Mr. Extiorr. Does the gentleman feel that $3,400, the payment of 
$3,400 to a schoolteacher in California makes the State nutty ? 

Mr. Trenuam. Listen, I have lived with those people for 30 years, 
and we talk and we love and we do more about schools than the other 

eople do. Back here you play baseball, and I hear conversation about 
10w many hits, runs, and errors. We don’t have the major leagues in 
California, and, so, the public schools become the matter of conversa- 
tion pretty much like baseball does back East. 

I just cite the $3,400. That is the floor that we write under it. That 
is the maximum that some States put on it. We pay schoolteachers up 
to $7,000 in Los Angeles. 

Mr. Exxiorr. Do you think that is overpaying them ? 

Mr. Trenuam. I would rather not answer that. Whether it is over- 
paying them or not, it is paying them on a labor union flat lockstep 
basis without any regard to merit or production. Those are the things 
which our professional administrator lays awake nights worrying 
about. 

May I answer a little bit more of the other gentleman’s question and 
then come back to you because I don’t think I finished it. 

We have in this country the United States Commissioner of Educa- 
tion, whose traditional function has been to gather statistics and to tell 
the people of our country what is going on and to make suggestions 
about what ought to goon. It has been a very great stimulating factor. 

I was on the education faculty of the University of Southern Cali- 
fornia before I went with the taxpayers’ association. And it seemed 
in those days—and I think it still is—that the Federal Government 
should be informational. It should provide guidance, but it should not 
pay for the bread and butter. It might tell people where the most 
vitamins and minerals are, but not put it in their mouths. 

Mr. FretincHuysen. Would you mind telling me what you think 
is wrong with the Federal Government providing some kind of stimu- 
lation to have the States and local communities solve their own prob- 
lems? If we grant that the problems can only be solved at that level 
and should only be solved there, what is wrong in the Federal Govern- 
ment participating in a varied program of assistance along those lines? 

Mr. Trenuam. I see nothing wrong, sir, if all of the other possibili- 
ties have been exhausted first. But I am convinced after 30 years of 
experience in this field that there are people in this country who 
philosophically want the Federal Government to run the whole show. 


And this would be a step on which they would take another step for 

bigger bite of the Federal funds, for more and fore finances, and they 

talk about they don’t want Federal control. But you cannot pass out 

money, I do not want yen pors out my money as an American tax- 
i 


payer without your controlling it. 

Mr. Fre.tineHuysen. You are saying unless the approach is right 
you do have a dangerous precedent established by having a general 
school-construction program because it could lead to centralization in 
the Federal Government of our educational system ? 

Mr. Trenuam. I think you will find after you have concluded your 
studies that there is no State in the Union as poor or as bad off as the 
United States Government itself. 

Mr. Fre.tincuuysen. But that is not any excuse for us to turn our 
backs on a problem which needs a faster solution than it is getting 
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today without the stimulation that could be provided by the Federal 
(jovernment. 

Mr. TrENHAM. I would rather not react to that. 

Mr. Warnwricutr. Would the gentleman yield ? 

Mr. FRELINGHUYSEN. Yes. 

Mr. Warnwrieut. Following up his question, do you feel the Fed- 
eral Government has a responsibility to take action as against a report- 
ing responsibility, which you have already agreed that it has? 

Mr. TrenuamM. If within your consciences you can find it in the 21 
powers of the Constitution to give the Federal Government the implied 
powers, and you oath of office and your knowledge of history 

Mr. Warnwrteut. I think under the general welfare clause there 
is no question that it can do that. 

Mr. Trenuam. I am strict constructionist, myself. 

Mr. Watnwriocut. Asking the identical question that you heard 
before, do you think the responsibility lies in the States for the solu- 
tion to the problem ¢ 

Mr. Trennam. Whatever I say to that I get in trouble, and I don’t 
know whether it would contribute anything. 

I would go this far, though, to say that the Federal Government 
certainly must see to the national defense and so forth. 

Mr. Warnwrieut. There is no argument, to interrupt you there, 
and I think it is ridiculous to compare the tax dollar that is used, 
say, for the money that was spent yesterday to build a new aircraft 
carrier which is for defense of the whole country in comparison with 
the money that the Federal Government might spend for a particular 
school district. 

Mr. Trennam. I did not mean to make that comparison. I meant 
bringing into the national defense illiterate soldiers, inadequate par- 
ticipants in the economic and military and social scene. 

If you were convinced that the States, certain States cannot remedy 
that, then we had better maybe humiliate those States by moving in 
and doing their job for them. But I am absolutely convinced that we 
have not exhausted the possibilities of getting it done. 

Mr. Frevrncuvuysen. If I may get the floor back again—— 

Mr. Watnwricut. Certainly. 

Mr. Fretincuuysen. Is it necessary, a question of the Federal 
Government moving in and doing the job for them? You seem to 
assume that any Federal aid is instead of what is being done at the 
local and State level. If it can result in a stimulation of further 
growth of what the communities are doing rather than a retarda- 
tion and a dependence for increasingly larger handouts every year 
from Washington it might be undesirable. But a cooperative effort, 
a partnership effort is not necessarily a curtailing of the State re- 
sponsbility; it is helping point the finger, and, again, the citizen has 
to be made more aware of it. In your State maybe they are thor- 
oughly aware of it. 

But the taxpayer, again, is the one who is going to have to solve 
this problem if it is going to be solved. The Federal Government’s 
activities do not need to damage the basic structure. 

Mr. Trenuam. I hope not. 

Mr. Frecineuuysen. Again I would like to get—and I don’t sup- 
pose you have any specific reactions to the President’s proposals, but 
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have you examined them to see whether they would violate what you 
consider important principles? 

Mr. Trenuam. I would rather not talk about the President’s pro- 
posals. I happen to be—God save the word—a Republican. 

Mr. Fre.incuuysen. You do sound like it, I must say. 

Mr. Trenuam. My organization is absolutely nonpartisan. I have 
Republicans and Democrats on the board and in the membership and 
in my own staff. We stay completely out of partisan politics, and in 
our State we never mention an official’s name; it is just an office. 

Mr. Frevinenvuysen. If this is a problem that is solved it is not 
going to be solved from a political point of view. We are not going 
to solve it and we should not oppose it because it has a Republican 
label. 

Mr. Trenuam. I would like to say, as a technician, you are paying 
me the honor as a philosopher to express personal opinions. e 

Mr. Frevinenuysen. I think you have contributed much of value 
to the committee, and I am wondering if the approach from the Fed- 
eral level could not be somewhat the same approach that you said has 
been successful in California at the State level. 

Mr. Trenuam. I wouldn’t fight it. You may have something there. 
IT am glad you see the analogy to what we are doing in California. We 
are one of the 48 States. Residual sovereignty in the United States 
is in the States and not in the Federal Government. 

We have said that the State of California has this responsibility to 
see that every child in California has an education. We are going to 
push on the school districts to the limit, and we have exhausted their 
possibilities, then we will use the taxing powers of the whole State. 
And I have shown you the figures as to what we have done. 

Now if the Federal Government wants to say “We, the Federal Gov- 
ernment, have a responsibility to see that education no place drops be- 
low a certain minimum level in the United States and we are going 
to push on all these States to do everything they can, and if there is 
a little residue left we will move in there and do something construc- 
tive about it,” I could not fight that; I don’t think anybody could. 

Mr. Frevincuuysen. Isn’t that a Republican approach ? 

Mr. Trennam. Please don’t ask me that. There is no Republican 
or Democratic way in these government problems. 

Chairman Barpen. The Chair would like to just make one state- 
ment here. 

Mr. Trenuam. Yes, sir. 

Chairman Barpven. Being a State’s rights Democrat by birth and 
training and conviction, you know, I was suspecting that you were 
a Democrat talking like you were about the States. 

Mr. Warnwricut. Weare all trying to take credit for you. 

Mr. Trennam. Could I say one thing in answer to your kind remark. 
You said I sounded like a Democrat. 

Chairman Barpen. I mean my kind of Democrat. 

Mr. Trenuam. I come from a long line of Jeffersonian Democrats. 
In 1920 I was president of the young Democrats in Arizona. 

When they began veering a bit to the left like that, after I had 
studied Europe and saw what collectivization had done to the Germans 
and Italians and French and everybody else, I decided I would rather 
be an Anarchist than a Socialist. So I went down the middle and be- 
came a Republican. 





FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 605 


Chairman Barpen. Do you have any questions, Mr. Kelley ? 

Mr. Ketiey. Just one, Mr. Chairman, and that is this: 

What I am deeply concerned about is, of all the arguments you put 
up, this one which is pertinent to me: how are you going to get the 
Federal Government into this picture of education without having 
control ? 

Mr. TreNHAM. Youcan't. 

Mr. Ketiey. We will suffer some day from that, I fear. If the 
Federal Government gets into this field of education, I am like you 
in this respect—I cannot see how they could give their money out 
without having some control. That is poor business to start with. 
No banker would ever do that. A client would come and ask him for 
a loan for some purpose, and he wants to know what it is for, how 
he is going to get his money back. 

I think we are treading on dangerous ground. 

There is probably a great need for school construction in this 
country. I don’t doubt that a bit. But I have not been convinced, 
after a number of years wrestling around with this problem on this 
committee, that all the States have exhausted their possibilities in 
this field. That isthe danger that I see in it. 

Mr. Trenuam. I think they have not exhausted their possibilities. 

Mr. Ketxiey. I do think many States have not exhausted their 
possibilities. 

Mr. Trenuam. I am convinced of the truth of your statement. 

Mr. Ketiey. You are what? 

Mr. Trenuam. I believe your statement. I believe that most of 
them have not. 

Mr. Ketiey. That is my fear of the Federal Government gettings 
its proverbial nose under the tent. They talk about Federal school 
construction, the Federal Government providing money to the States 
tor school construction. The problem that has confronted this com- 
mittee has been that the States cannot provide enough money to pay 
teachers a proper salary. If there is a shortage of teachers and they 
build more classrooms, then what is the next problem? ‘To provide 
funds to strengthen the teaching force of this country or provide other 
facilities, 

Mr. TrenuaM. I serve on the State commission for the recruitment 
of teachers. California has to have 13,000 new teachers a year. It 
is not just money that is involved there. 

Mr. Ketiey. Maybe not in your State but in many other States that 
is It. 

Mr. Trenuam. I would suggest that you might call upon the Presi- 
dent of the United States and get the United States Commissioner to 
invite all the chief State school officers of the country together to a 
meeting, but not alone. Have some of the chief bankers and some of 
the chief labor leaders and some of the chief agricultural leaders 
come, too, and talk the whole thing over and go home and decide that 
we will solve this thing instead of fighting it piecemeal and having one 
professional organization and then another professional organization 
lighting about who is going to build the biggest bureaucracy of its 
own. 

Mr. Warnwricut. We have that this fall. 

Chairman Barpen. Do you have any questions ? 
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Mr. Warnwretcut. I would like to say that the White House con- 
ference is going to do just what he recommends, which is to take place 
this fall. 

Chairman Barpen. Was the gentleman in the room yesterday ? 

Mr. Trennam. Was I? 

Chairman Barpen. Were you in the room ? 

Mr. Trenuam. Yes, sir. 

Chairman Barpen. Then you heard my comments on the expendi- 
tures of the Federal Government. 

Mr. Trenuam. Yes, sir, and I made notes on it, and my technicians 
in Los Angeles will be taking it apart within a week. 

Chairman Barpen. That is the most encouraging statement I have 
heard about it. 

Let me say this, at the risk of being charged or accused of being un- 
patriotic. 1 am never worried about any accusation of that kind, be- 
cause my record in that field is all right and that of my son is all 
right, and that of my forefathers is all right. So I don’t take any 
time with that. 

I have for years, as the membership of this committee knows, on the 
floor of the House been tremendously concerned over the tendency to 
subordinate the educational institutions of this country to the mili- 
tary. At the present moment, the military is spending millions of 
dollars in advertising and calling for recruits and so forth. They say: 
“We take you and put you in school and train you.” They do have 
those schools. But it 1s perfectly absurd and silly to me that we 
should take a boy out of a well-organized, well-directed, well-handled 
school and put him in one that is not organized, that is tremendously 
expensive. The net result is not half as good. 

The minute you say something about that then they say, “Oh, well, 
the Communists are going to get you.” 

In the first place, [ am not afraid of Communists getting me. 

Mr. Trenuam. Neither am I. 

Chairman Barpen. They may get me, but they will never scare me 
before they do. 

I think we had better take a look at some of these other fields. 
Frankly, I don’t know the solution to this. I have for a long time felt 
that the American people back home were having their attention 
drawn to some other things and that they were not now giving as 
much attention to the schools as they once did; they are not as 
interested in the schools as my father when he built a little one-room 
schoolhouse on a corner of his plantation, not only for his children but 
those in the community. 

You don’t find that now. 

You don’t find people who are willing to make that sacrifice. 

Now what the answer is, I don’t know. But I share the gentleman’s 
fear—and have for a long time—concerning the expansion of the 
Federal Government into every kind of field. Many of them are 
being abused. 

There is, for instance, the unemployment compensation that we 
have. We know that the idea behind that is good. The theory is 
good. I am not so sure that it is almost a necessity for the protection 
of our national economy. 

Certainly it is, with the attitude of the American people. But at 
the same time I do not know of a field where there is more waste. 
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Now I see them gather in my home town. A friend of mine went 
down the other day. He wanted to dig a ditch across the back of his 
lot. So he went down there where they were just hundreds of them 
standing around. When he drove up he said: “How about getting 4 
or 5 of you boys?” 

“All right, sir.” 

They came up there, and one of them said, “What are you going to 

pay ¢” 
' ie said, “What is your charge?” 

“$1.50 an hour.” 

“Well,” he said, “all right.” 

One said, “What do you want us to do?” 

He said, “I want you to dig a ditch across the back of my lot.” 

The one that had been doing the talking for the five that he wanted 
looked at him and said, “Bring the ditch up here and we'll dig it.” 
He turned around and walked off. 

Now that fellow should be made in some way to feel the need of 
work. 

Mr. TrennHam. Yes. Nature used to take care of that on all of us 
with a little pain behind the belt buckle. 

Chairman Barpen. There should be some way, and it should not 
be so easy for that money to be fed to them. 

There is a tremendous amount of waste, and they have learned how 
to work the old game, and they work so long and then get unemployed, 
and then they come back and work long enough to get back on it. 
Down my way, they call it rocking-chair money. 

I mention that just along the lines the gentleman was speaking. 

Are there any further questions ? 

Mr. Gwinn. I hesitate to keep you one minute longer, but we must 
pay our compliments to this School Facilities Survey before we leave it. 
It says here that your needs are $1,169 million, and you have already 
outstripped that by your own resources, or are in the process of 
building those needs. Is that so? 

Mr. Trenuam. We have passed that $2 billion already. 

Mr. Gwinn. It starts here with $1,169 million for a 5-year program, 
and you have already exceeded that. It says that your applicable re- 
sources are $821 million, and you have already spent $2 billion out of 
your own resources. 

It says that you are helpless and poor like all the rest, and you have 
got a deficit. You are helpless to the extent of $348 million. And I 
see here that you have already spent three or four times the amount of 
the deficit that they say you cannot raise. 

Is that about correct ? 

Mr. Trenuam. Yes, sir. The definitions that have been used there 
on inadequacy in some places are plain wishful thinking. 

I think the prize example is that high school down in New Mexico. 
They have a beautiful new high school that has just been built with 
97,9 acres of ground, and they declared it inadequate because the for- 
mula had been set that 10 acres was the minimum-size piece of ground. 

Mr. Gwinn. How did they prepare this school survey with regard 
to California, if you know ? 

_ Mr. Trennam. Our State department of education men worked on 
it, and I don’t think they are as far off as some of the other States are. 





608 FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 


But they knocked out as inadequate things that you just cannot say are 
inadequate buildings. We just cannot replace that whole plant in the 
next 5 years. And we have got sume perfectly good buildings 25 or 
30 years old. But maybe the room is only 29 feet square and maybe 
the formula said it had to be 30 feet square. That would rule it out 
as an inadequate thing. 

Mr. Gwinn. But, so far as deficits are concerned that they are report- 
ing, what would you say about that ? 

Mr. Trenuam. I would say it is irrelevant, immaterial, and incom- 
petent. 

Mr. Gwinn. Thank you. 

Chairman Barpen. Thank you very much. 

Mr. Trennam. Could I just give one more sentence ? 

We have got two reserves, you might say. Some of our districts 
which have inadequate taxing resources will disappear in the next few 
years through merger with other districts which have excess. 

Mr. Barry. I want to make a little comment there. 

Mr. Trennam. And then we are using the State money to fill up 
the holes with. 

Yes, sir. 

Mr. Battey. You said that this report was inadequate and useless 
and so forth. 

Mr. Trenuam. I have looked at six of them. I can’t find anything. 

Mr. Battery. You put your stamp of approval on Public Law 815 
and 874, and this survey isa part of Public Law 815. 

Mr. Trennam. It could be a part of a good thing that wasn’t good. 

Chairman Barpen. Thank you very much. 

Mr. Coon. I would like to compliment Mr. Trenham on his good 
statement, and especially on his personal observations that are good, 
sound American ways of thinking. 

Mr. Trenuam. I am very grateful to you, sir, and to the entire 
committee. 

Chairman Barpen. Thank you, sir. 

Gentlemen, we have three more witnesses, and I think we can be- 


come current and wipe out our deficit if we proceed a little longer. 
Mr. Atkins? 


STATEMENT OF CARTER W. ATKINS, EXECUTIVE DIRECTOR, CON- 
NECTICUT PUBLIC EXPENDITURE COUNCIL, INC. 


Chairman Barpen. Mr. Atkins, will you give your name and the 
capacity in which you appear ? 

Mr. Arxrns. I am Carter W. Atkins, Executive Director of the 
Connecticut Public Expenditure Council, Inc., 21 Lewis Street, Hart- 
ford,Conn. I reside in the town of Simsbury, Conn. 

Mr. Ketuey (presiding). You may proceed, Mr. Atkins. 

Mr. Arxrns. Mr. Chairman and gentlemen of the committee, I have 
a prepared statement which has been submitted to the committee. I 
should like to quote some passages from it and amplify a bit the two 
tables which are contained in it rather than to attempt to read to you 
the entire statement, if that meets with your approval. 

Mr. Ketiey. Very well. 

(The statement referred to follows :) 
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PREPARED STATEMENT By CARTER W. ATKINS, EXECUTIVE DIRECTOR, CONNECTICUT 
PUBLIC EXPENDITURE COUNCIL, INC., HARTFORD, CONN. 


Mr. Chairman and members of the committee, we appreciate this opportunity 
to present the status of the school-building program in Connecticut and the 
reasons why Connecticut does not need and why we as an organization of tax- 
payers feel that we do not want Federal aid for school buildings. 

In his school-building aid message to Congress on February 8, 1955, President 
Kisenhower proposed a broad Federal-aid program to help the States and com- 
munities reduce the public school building shortage. The President’s proposal 
was based upon a large school building shortage estimated by the school facilities 
survey conducted by the United States Office of Education. That shortage was 
computed upon the basis of the existing school facilities as of March 1951 and 
additional needs projected to 1959-60. During recent weeks since the President’s 
message, a recheck of needs by the United States Office of Education cuts the 
former estimate of needs in half. It appears that the States and communities 
are building rapidly to meet their school needs. They will build about 60,000 
classrooms this year, at a cost of approximately $2 billion. 

This Federal-aid proposal raises three questions of immediate concern to the 
people of Connecticut : 

1. Is Connecticut taking action to build its needed classrooms? 
2. Does Connecticut need Federal! aid to build those classrooms? 
3. Is Federal aid for school] construction in Connecticut desirable? 


CONNECTICUT IS BUILDING ITS NEEDED CLASSROOMS 


The answer to the first question is that Connecticut’s school-building program 
is progressing at a rate which is rapidly catching up with its needs. 

Connecticut’s school population growth will have passed its peak rate by 
1960-61 and will settle down to a rate of growth requiring less than 300 addi- 
tional classrooms annually thereafter. ‘'Phis is reflected in the following table. 
The statistics underlying these estimates are from the official records of the 
State departments of education and health. The State department of educa- 
tion and our own research are in accord on the results. 


Enrollment in Connecticut public schools (estimated after 1955) 
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During the period from World War II to 1960-61, Connecticut’s total needs 
amount to 9,772 new classrooms, By the opening of the school year September 
next, we will have completed and ready for occupancy 3,920 new classrooms, 
Plans are already made to build an additional 2,237 classrooms during the next 
2 years. That number will be increased as plans for additional schools are com- 
pleted. There is no reason to doubt that Connecticut will continue to build at a 
rate sufficient to fulfill the needs to 1961 and at the necessary rate thereafter. 

This does not mean that all towns in the State will have met all of their needs 
as of a given date. Some towns are building and planning at a faster rate than 
others. It does mean, however, that Connecticut towns and cities are, on the 
whole, dealing promptly and effectively with their classroom needs. 

The foregoing projection of classroom needs is based upon an estimated school 
population growth from 252,011 in 1946-47 to 468,332 in 1960-61. The number 
of classrooms is computed on the basis of 40 pupils (20 morning and 20 after- 
noon) in kindergarten rooms, and 25 pupils in classrooms grades 1 through 12. 
Connecticut towns, on the average, are building toward those classroom sizes. 

59521—55—pt. 222 





610 FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 


Connecticut has not only built as many classrooms in the past 3 years as were 
estimated in the school facilities survey to be our elassrooms shortage in 1952, 
but we are currently building this year, and plan to build during the next 2 years, 
at a rate which is almost double the rate of new growth requirements. This 
means that we are replacing our old classrooms as well as building for the new 
school population growth. 


CONNECTICUT CAN FINANCE ITS CLASSROOM BUILDING NEEDS 


The answer to the second question is that Connecticut is demonstrating its 
ability to finance its school-building needs and does not need Federal aid to build 
its schools. 

Connecticut’s school-building costs are being financed by the municipalities 
through bond issues supported by their property tax resources. The State re- 
quires that all such issues be serial bonds having maturities of not more than 20 
years. Some municipalities are financing their needs with maturities much 
shorter than 20 years. 

All towns are permitted by general law to borrow up to 5 percent of their total 
assessed valuation. For many years that limit was sufficient for their needs. 
However, when school building needs became more urgent, the State made pro- 
vision by general law whereby the limit, when necessary, could be raised to 10 
percent. Approximately 50 of the 169 towns have obtained permission to exceed 
the 5 percent limit. If the 10 percent borrowing capacity is insufficient, the State 
has made provision to increase the State aid. Thus far, only one town has 
received such additional aid. 

State aid for school-building purposes is based upon the number of pupils that 
the school is designed to accommodate. The amount is computed on the basis of 
$300 per elementary schoo] pupil and $450 per high school pupil. The State meets 
its grant obligation by payment of its share to the town in equal annual install- 
ments during the life of the bond issue. 

The State grants, on the average, amount to approximately 23 percent of the 
cost of the buildings. Legislation in the present session of the general assembly 
would increase the State’s share to approximately one-third of the cost of the 
buildings. There was unanimous support for this legislation at the hearing on 
the bills and there is indication that many members of the general assembly are 
giving it favorable consideration. 

Since World War II and including the current calendar year, the total expendi- 
tures for school buildings will be in excess of $200 million. That amount is 
approximately one-half the total estimated expenditure needs for new classrooms 
required for replacement of substandard rooms and for the upsurge in school 
enrollment occurring up to 1961. Connecticut has done this job without Federal 
aid except in those few communities where a sudden influx of children of 
workers in a defense activity placed an excessive load on the school-plant 
facilities. 

Furthermore, in the past 3 years, our towns have spent more for new school 
buildings than the school facilities survey reported as being their total capacity 
to finance their school-building needs. 

It is to be expected that several towns may require in the next few years some 
relief from the 10 percent debt limit. This does not present an insurmountable 
difficulty. The towns are assessing porperty generally at a low ratio of true 
value. They have full power to increase their assessed values, and many are 
doing so at the present time. Also those towns lacking adequate taxable re- 
sources may receive the additional aid from the State provided for such 
emergencies. 

Borrowing at favorable rates of interest has been no problem to Connecticut 
municipalities. During the past 2 calendar years, the highest rate for any town 
or city bond issue was 2.7 percent. Some towns were able to borrow at rates 
as low as 1.4 percent. There is no indication that they face high interest rates 
in the near future. 
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Connecticut's school-building program 
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In the overall, Connecticut ranks first among the 48 States in terms of family 
buying income. In per capita income it ranks second. Its employment, produc- 
tion, and total economy are healthy. 

After reviewing our analysis of the school-building situation in Connecticut, 
which constitutes the basis for our presentation here, Connecticut’s commis- 
sioner of education, Dr. Finis E. Engleman, wrote us, “I am gratified at the 
direct and immediate support citizens of Connecticut have made toward provid- 
ing physical plants for our public schools. They are doing a splendid job and 
need all the encouragement that we can give.” 


FEDERAL AID TO SCHOOL BUILDINGS IN CONNECTICUT IS NOT DESIRABLE 


President Eisenhower recognized in his message to Congress on February 8, 
1955, a basic and fundamental principle in the American public-school system, to 
which we completely subscribe. He said, “We believe that, to take away the 
responsibility of communities and States in educating our children, is to under- 
mine not only a basic element of our freedom but a basic right of our citizens.” 

We recognize another basic and fundamental principle; that, when the Federal 
Government distributes public moneys to other governmental units to spend, it 
has the obligation to set up the conditions under which those funds shall be 
spent. As substantial contributors to the Federal Treasury, Connecticut tax- 
payers must insist that their tax contributions to other States be subjected to 
controls which will insure proper use of those funds. 

Federal aid is easy money. It tends to destroy the sense of local responsibility 
for meeting local obligations and also the responsibility for the prudent expendi- 
ture of those funds. 

It is inconceivable that we can have a program of Federal aid to all States 
for all public schools without Federal controls, which brings the Federal Govern- 
ment into the public schools. Once begun, Federal aid will continue to grow and, 
even though the controls at the outset may be limited, the parents of American 
schoolchildren will face the sure encroachment of bureaucratic domination of 
our schools. That is inconsistent with our belief in the necessity for the perpetu- 
ation of our system of local control of public education. 

If there are communities in such financial distress that they and their State 
government cannot finance their public-school needs, we would of course con- 
tribute our share of the help which they need. We doubt, however, that there is 
a school need in any State which cannot be financed by that State in cooperation 
with its local governments. If such claim is made, we would insist that the 
government of that State prove its incapacity to pay for needed schools. 

We respectfully submit that Connecticut is meeting its school-building needs, 
does not need Federal aid to build its schools and, in our opinion, Federal aid is 
undesirable, 
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Mr. Arxrns. At this point, sir, I would also ask permission, at the 
request of the Massachusetts F ederation of Taxpayers’ Associations, 
to have the record show a very brief statement which they asked me 
to make on their behalf. 

Mr. Kexxiey. Without objection, it is so ordered. 

Mr. Arxrns. I shall read it. 

I am requested by the Massachusetts Federation of Taxpayers’ As- 
sociations to enter in the record that, with the necessary deletion of 
the statistical material, the statements contained in my remarks also 
broadly represent the situation existing in Massachusetts, and that 
the conclusions reached are likewise those of the organized taxpayers 
of Massachusetts. 

Mr. Chairman, the previous witness was asked to identify some of 
his activities personally, and if you should like, I will be very glad 
to mention a few of my contacts and activities in the field of govern- 
ment. 

My experience in this field is more than 30 years. I have been tax 
adviser to Governors of Missouri. I have participated in and super- 
vised school surveys of more than 8,000 school districts in this country. 
I have been chairman of our Connecticut Commission on the Organiza- 
tion of the State Government, officially established by legislative act. 
I have supervised research programs in the State of Connecticut, at 
the request of committees of the general assembly and of the Governor. 
We completed last year, or 2 years ago, rather, a complete analysis of 
the State welfare department. Our staff and our facilities are at the 
command of the Governor, and the committees and the individual 
members of our general assembly, at any and all times, for any 
purpose that they want to use us for, in analyzing State and local 
governments. 

Mr. Ketiey. I would say that you qualify as a witness. 

Mr. Arxtins. May I add also, sir, at the present time our staff are 
at work nearing the completion of a complete survey of the facilities 
in our State for higher education, for all institutions in the State, 
including the four large institutions—-Yale, Trinity, Wesleyan, and 
Connecticut College for Women—including those and all other private 
and junior colleges throughout the State of Connecticut. We are to 
report to the Governor as soon as the survey is finished, on a complete 
analysis, which will be a sequel to this problem of education in the 
public schools, ; 

That, sir, is being done by our staff as a contribution to the State 
government, at the request of the Governor. 

Mr. Exuiorr. I would like to ask the gentleman a question right 
there. 

Who pays you, sir? 

Mr. Arxrns. Our budget is entirely the result of membership sub- 
scriptions to the council by business organizations and individuals, and 
some associations, from all parts of the State. 

Mr. Exxiorr. In summary, What are the stated objectives of the 
Connecticut Public Expenditure Council, Inc. ? 

Mr. Arxrns. They are clearly stated in our articles of incorporation 
and in our bylaws. 

We are organized for the purpose of doing all that we can to promote 
efficiency and economy in government at the State and local level, and 
insofar as the Federal Government activities may affect our interests 
in the State of Connecticut. 
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We are a nonpartisan, nonpolitical organzation. We, under our 
bylaws, take no part in the elections or in the qualifications of can- 
pe or in the promotion or appointment or election of candidates 
to office. 

Mr. Exxiorr. What is your budget annually ? 

Mr. Arxrns. It is about $200,000 a year. 

Mr. Extiorr. How many people do you employ ? 

Mr. Atkins. Normally we have a research staff of trained research 
people, who are mostly men trained in the graduate schools in public 
administration, Wayne, Syracuse, University of Denver, and others. 
We normally have about 10 or 12 research staff people, and a total staff 
of approximately 20 to 25. 

Mr. Exxiorr. Who did the research that forms the basis for your 
statement here? How many people? 

Mr. Arxrns. Our research director and our staff. There were some 
5 people involved in this. 

Mr. Extiorr. And how long did they work on it, sir? 

Mr. Atkins. Well, altogether, I suppose the study of this particular 
oroblem would date back to the time of the release of the school facil- 
ities survey of December 1953. 

Mr. Exxiorr. Of course, you haven’t been on it continuously since 
that time? 

Mr. Arxrns. Oh, no. We have been on education continuously for 
the last 10 years. We are responsible for drafting the President’s 
school building aid law in Connecticut, which was passed by the gen- 
eral assembly. We have drafted several statutes at the request of the 
committees of the general assembly, on school aid, for operating pur- 
poses. 

Mr. Exarorr. How did you come to appear at this time ? 

Mr. Arxrns. As a result of a discussion of the legislation which is 
before you gentlemen here with our executive board, based on the 
findings of the staff, which we reported to them, and under their in- 
structions I am here to submit this statement to you. 

Mr. Exxsorr. Thank you very much. 

Mr. Ketrxy. You may proceed. 

Mr. Watnwricut. May I make, as Mr. Bailey would call it, an 
observation ? 

I don’t think there is any member of the committee that would 
take the slightest objection to the merit and aim of your organization. 

Mr. Arxrns. Thank you. 

Mr. Ketrtxy. You may proceed. 

The Chair might suggest that, if possible, we permit the witness 
to finish his statement and then we will have an opportunity to ques- 
tion him. No one will be denied any time they want, to question the 
witness. I would request the committee proceed in that fashion. 

Mr, Arxrns. Mr. Chain, there were three points of this question 
of Federal aid to education, which our trustees discussed, and which 
we think are of importance to us in Connecticut. They are: 

(1) Is Connecticut taking action to build its needed classrooms? 

(2) Does Connecticut need Federal aid to build those classrooms? 

(3) Is Federal aid for school construction in Connecticut desirable? 

The answer to the first question is that Connecticut’s school-building 
program is progressing at a rate which is rapidly catching up with its 
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needs. Connecticut’s school population growth will have passed its 
peak rate by 1960-61 and will settle down to a rate of growth requiring 
less than 300 additional classrooms annually thereafter, which in our 
State is a comparatively small amount. 

The statistics underlying these estimates are from the official rec- 
ords of the State’s departments of education and health. 

The State department of education, and our own research are in 
accord on the results. 

Now, Mr. Chairman, the United States Commissioner of Educa- 
tion, Dr. Brownell, is from my State of Connecticut. 

Dr. Brownell and I have known each other for many years and we 
are personal friends. I have talked with him on e number of oc- 
casions about Federal aid for schools, and particularly aid, Federal 
aid, for school buildings. 

I have seen him here this week. He has met with a group with 
whom I have met this week, for an entire afternoon, and we have 
talked over the schoo] facilities survey at great length. 

I would not want in any way to create the impression that what I 
have to say casts any reflection on Dr. Brownell. 

Our survey, page I, as it is now called, was in print when Dr. 
Isrownell came to Washington to take his office. It was made before 
he had anything to do with it at all. 

We have checked as to the manner in which it was made in our 
State. The employee of the State department of education who super- 
vised the survey is not with the department at this time, but we have 
had him in our office, by invitation, to discuss the survey, with our 
staff, and we have gone into it very carefully. 

Now, the figures here which represent the school building needs, are 
based upon records in the State department of education with which 
we agree and concur. 

However, from that time until the completion of the dollar value 
of the computed needs for financing schools we part company. 

If you will look at the school facilities survey, you will see that 
Connecticut has a deficit in its ability to finance its schools. 

That deficit was apparently computed on the basis that none of the 
towns of Connecticut could bond themselves for school buildings be- 
yond 5 percent of their grand list levy, and that that was the limit of 
their capacity to finance schools. 

Now, our State has recognized that problem long ago. We have 
given our towns by general law the right to come in and say that the 
5 percent debt limit on them is insufficient. 

So we more or less automatically, without any difficulty, allow them 
to increase their bonding limit to 10 percent of the valuation. 

Approximately 50 towns out of 169 who furnished the finances for 
our schools, have asked for permission to increase their debt limit 
bazeed the 5 percent. 

Mr. Gwinn. And they have gotten permission ? 

Mr. Arxtns. Every one of them have gotten permission. 

In addition to that, our State has also made provision that if any 
town has an unusually heavy school population load that cannot be 
financed within the bonding limits of 10 percent on its valuation, it can 
ask the State for additional aid. Only one town has even indicated 
that it would do that, and I think it is withdrawing that appeal 





FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 615 


because it has found that it can finance its own aid. But, if it needs 
that additional aid I am sure that it will get it. 

Mr. Gwinn. Is that in your statement that you are filing? 

Mr. Arxins. That last statement is not in quite that language, sir. 

Now, Connecticut 

Mr. Gwinn. Excuse me, before you leave that. 

Mr. Atkins. Yes. 

Mr. Gwinn. Are there any other means by which you can finance 
schools besides borrowing on bond issues ? 

Mr. Atkins. They may be financed by any revenues currently col- 
lected, or surplus revenues in the treasuries of the municipalities or of 
the State government. We have a State grant facility to aid the towns 
in building schools. 

If you will turn to page 6 of the statement which I have submitted 
to you, you will observe that our total building needs, expressed in 
terms of dollars, from 1945, immediately after World War LI, to 1961, 
at which time we will have passed this upsurge of school population, 
will have been then reduced to a nominal amount. 

Our total cost of needs, as reflected by actual experience up to now, 
and our estimates to that period of time, are just approximately 
$446,000,000. 

Now, without any Federal aid we will have completed by this year 
and ready for occupancy, $241,000,000 of those needs. 

Mr. Gwinn. In the last 5 years. 

Mr. Arxrns. Well, it is a little more than 5 years. It is a very small 
amount in the first 3 years, the first 3 postwar years. Therefore, we 
are more than half way to the 1961 goal. 

That has been done with State aid for school buildings assistance of 
about $48,000,000. 

Our system of providing State aid in Connecticut is a relatively 
simple one. 

We ask our towns, if they so desire, to issue bonds for schoolbuild- 
ing purposes, to issue those bonds, and our State aid formula is based 
upon their compliance with a minimum standard of classroom size, 
and other factors. And the State each year pays over to each one of 
those towns approximately 25 percent, which is its pro rate share of 
the school-building indebtedness, to retire the indebtedness of that 
year. 

Now, our State aid then will continue throughout the life of the 
bonds for all schools. 

Mr. Chairman, I should like to mention one more matter in that con- 
nection. 

Our Connecticut municipalities have been borrowing for school- 
building purposes for this period of years, and the highest rate that 
has been paid by any town in our State in the past 2 calendar years 
was 2.7 percent. 

Some of our towns have borrowed for as low as 1.4 percent, and we 
at this time see no indication that interest rates on our municipalities 
will be higher than the current level, of about 2.7 percent. 

Mr. Chairman, President Eisenhower recommended or recognized 
in his message to Congress on February 8, 1955, a basic and funda- 
mental principle in the American public school system, to which we 
completely subscribe. 
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We believe that, to take away the responsibility of communities and 
States in educating our children, is to undermine not only a basic ele- 
ment of our freedom but a basic right of our citizens. 

We recognize another basic and fundamental principle, that when 
the Federal Government distributes public moneys to other govern- 
mental units to spend, it has the obligation to set up the conditions 
under which those funds shall be spent. 

We believe that, as substantial contributors to the Federal Treasury, 
Connecticut taxpayers must insist that their tax contributions to other 
a be subjected to controls which will insure proper use of those 

unds. 

We take the position that Federal aid is easy money. It tends to 
destroy the sense of local responsibility for meeting local obligations 
and also the responsibility for the prudent expenditure of those funds. 

It is inconceivable that we can have a program of Federal aid to all 
States for all public schools without Federal controls, which brings the 
Federal Government into the public schools. 

Oncé begun, Federal aid will continue to grow, and even though the 
controls at the outset may be limited, the parents of American school- 
children will face the sure encroachment of bureaucratic domination 
of our schools. 

That is inconsistent with our belief in the necessity for the per- 
petuation of our system of local control of public education. 

If there are communities in such financial distress, that they and 
their State government cannot finance their public-school needs, we 
would, of course, contribute our share of the help which they need. 
We doubt, however, that there is a school need in any State which 
cannot be financed by that State in cooperation with its local govern- 
ments. 

If such claim is made, we would insist that the Government of that 
State prove its incapacity to pay for needed schools. 

Mr. Chairman, more than a year ago we made a careful analysis of 
all of the different types of Federal grants, which come to our State. 
These were discussed in a series of meetings, meetings of members of 
our organization, meetings of other organizations throughout the 
State. And in March 1954 we submitted to the Commission on Inter- 
governmental Relations, a summary recommendation, which was sup- 
ported by a number of other organizations in Connecticut, in which 
we showed that for the State of Connecticut, it could get along without 
any Federal grants-in-aid. 

We are, of course, a relatively pram State. We are second in per 
capita income, and we have some other things that contribute to a high 
economic security. We are not running out on our obligation to help 
our less-fortunate neighbors, but we do believe there are fundamental 
and basic principles involved in Federal aid, which need serious 
thought and consideration. 

And if I may, sir, I should like to either put in the record, or leave 
with your committee, this memorandum, which was filed with the 
Commission on Intergovernmental Relations in March 1954. 

Mr. Ketter. Without objection, that will go into the record. 

(The information referred to follows :) 
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RECOMMENDATIONS BY GROUP OF CONNECTICUT ORGANIZATIONS TO COMMISSION ON 
INTERGOVERN MENTAL RELATIONS 


To Members of the Commission: 


The undersigned Connecticut organizations have given careful thought to 
the problems of governmental relationships between our State and the Federal 
Government. We have reached certain conclusions in the principal areas of 
such relationships, and we submit herewith recommendations which we trust 
will receive favorable consideration by your Commission. 

We are impresed with the fact that President Hisenhower’s budget message 
repeatedly stresses the importance of returning to the State and local govern- 
ments the many functions that traditionally were carried on at those levels 
but which in the past two decades have been taken over by the Federal Govern- 
ment. In that respect, the decisions of your Commission will be of great impor- 
tance to the taxpayers at all levels of government, for those decisions can point 
the way to less overlapping of taxes, less duplication of activies, and less Federal 
fiscal paternalism. 

Our recommendations deal with three areas: (a) the present system of Federal 
grants-in-aid to the States, (b) the readjustment of certain tax sources as be- 
tween the Federal Government and the States, and (c) the overlapping Federal 
activities in areas of administration by the State and local governments. 


FEDERAL GRANTS-IN-AID 


Connecticut’s share of the taxes appropriated to the grants-in-aid program in 
1952 was $39.6 million. Its share of the grants-in-aid allocated back to the States 
was $22 million. Therefore, for every $100 of Connecticut taxes used for grants- 
in-aid, Connecticut got back $55, and contributed $45 to other States. 

It is our opinion that the Federal grants-in-aid program is no longer needed 
and should be reduced to an absolute minimum of demonstrable need or be abol- 
ished entirely. More than three-quarters of the present grants-in-aid programs 
were initiated as depression measures after 1932. The economic conditions under 
which those programs were started no longer exist. 


Grants-in-aid for welfare 


If all or a substantial part of the changes in the social programs which are 
now being proposed should be adopted, the present Federal aid to the States for 
old-age assistance and aid to dependent children will be made unnecessary or 
materially reduced. These constitute the greater part of the welfare aids and 


it is recommended that steps be taken toward abolishing all Federal grants in 
the welfare field. 


Grants-in-aid for highways 


The Federal Government now imposes a 2-cent gasoline tax and numerous 
excise taxes on the motorists or automotive group. It gives back to the States 
in the form of grants for highways less than one-third of the taxes which it 
collects from these sources. It is recommended that the Federal Government 
reduce its grants for highways to the amount necessary to promote only a system 


of interstate roads essential to the Federal interest that it abolish its tax on 
gasoline. 


Grans-in-aid for administration of unemployment compensation and employment 
service 


This grant is made for the purpose of reimbursing the States for the admin- 
istration expense for unemployment compensation and employment service. It 
is recommended that the administration of these matters be left to the States. 
We favor passage of the Reed bill, H. R. 5173, as a first step in this direction. 


Grants-in-aid for education 


The total educational grants to Connecticut in 1952 amounted to only $1.8 mil- 
lion. We believe there is no need to continue these grants, and recommend that 
they be abolished. 

We believe, furthermore, that if there is any need to provide financial aid to 
communities for school purposes where industries on defense work have created 
a school problem, those areas and those needs be treated as a defense matter 
and aids be set up as may he necessary for their relief. 
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Grants-in-aid for health 


The total of all Federal grants for health purposes to Connecticut in 1952 was 
only $1.6 million. We believe that none of these is essential to the administration 
of the Connecticut health functions and we recommend that they be discon- 
tinued. 


Grants-in-aid for agriculture 


The total of all Federal grants for agriculture in Connecticut amounted to 
$617,000 in 1952. We believe that Connecticut can run its agricultural programs 
without Federal aid, and recommend that it be abolished. 


Grants-in-aid for other functions 


Federal grants for all other functions amounted to $787,000 in 1952. The 
two largest items in this group were airports for $368,000, and housing and 
home financing for $263,000. It would seem that the development of airports 
has reached the point where a system of grants to all States is no longer needed. 
Furthermore, we believe that Federal aid to housing should be restricted to 
critical housing areas and be, therefore, removed from the general grants-in-aid 
program. Grants for civil defense should be treated as a Federal military matter 
and be removed from the general grants-in-aid program. We see no need to con- 
tinue the remaining small amount of grants, and recommend that these be 
discontinued. 

TAXES 


During the year 1952, Connecticut paid into the Federal Treasury $1,099,970,150 
in taxes. We regard the separation of certain major tax sources as basic to this 
question. 

We recommend that the income tax be reserved to the Federal Government and 
the sales and use tax be reserved to the State governments. 

We recommend that taxes on admissions, club dues, bowling alleys, coin- 
operated devices, safe deposit boxes, and local telephone service be abolished as a 
step toward effective tax coordination between the State and Federal govern- 
ments and in order to eliminate overlapping and duplication. 

We recommend that the Federal Government abolish its tax on gasoline and 
leave this tax source to the States for highway purposes. 

We recommend that the Federal Government abolish its present estate and 
gift taxes and leave this tax source to the States. 

We recommend that the Federal Government abolish its present tax for unem- 
ployment administration and leave this matter to the States. 

We further recommend that the retail excise taxes on items such as luggage, 
furs, cosmetics, and jewelry be reviewed and be revised to eliminate any hard- 
ships which may be found in these areas. 

The total amount of Federal grants-in-aid to the States in 1952 was $2.3 
billion. The total amount of the taxes which we propose be given up by the 
Federal Government is approximately equal to the amount of the grants. Thus, 
if the grants-in-aid are abolished, those taxes can be abolished without an un- 
balancing effect on the budget. 


OVERLAPPING ACTIVITIES AND REGULATIONS 


Bearing in mind that article X of the amendments to the Constitution reserves 
to the States or the people all power not delegated to the United States, we come 
to the question of what activities, functions, and regulations now carried on by 
the Federal Government should be greatly curtailed or left entirely to the States. 

We urge that your Commission carefully study and analyze every area of 
activity of the Federal Government which lies beyond those powers expressly 
delegated to it by the Constitution and make recommendations for reducing its 
activities wherever feasible and practicable. 

Complete enumeration of the activities constituting the wide expanse of the 
Federal Government would be long and detailed. In addition to the 45 different 
grant-in-aid programs there are various other functions and regulations which 
may properly be considered for elimination or curtailment. 

Credit programs, aviation, flood control, irrigation, power, soil conservation, 
and technical research illustrate some of the direct Federal activities in need of 
review. 

Another significant area calling for review and correction is that of Federal 
regulations. Examples are: Labor relations, mediation and arbitration, mini- 
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mum wages, fair trade, food and drug, child labor, hazardous occupations, and 
unemployment compensation. 

We recommend that unless the matter under consideration involves a govern- 
mental function or a regulation on an area of greater scope than that which 
can be handled by the individual States, or unless the individual States have 
neglected to assume jurisdiction or made efforts to control, that the Federal 
activity be abolished or be reduced to the point of no Federal interference with 
the freedom of operation by the States. 


CONNECTICUT CHAMBER OF COMMERCE, INC. 
CONNECTICUT PUBLIC EXPENDITURE COUNCIL, INC. 
MANUFACTURERS ASSOCIATION OF CONNECTICUT, INO. 
NEW HAVEN TAXPAYERS RESZARCH COUNCIL, INC, 
WATERBURY TAXPAYERS’ ASSOCIATION, INC. 


The foregoing statement of recommendations has been endorsed by the follow- 
ing additional organizations since its presentation to the Commission in March: 
Manchester Chamber of Commerce, New Britain Chamber of Commerce, New 
Haven Chamber of Commerce, Chamber of Commerce of Waterbury. 

Mr. Atkins. Now, sir, we respectfully submit that Connecticut is 
meeting its school building needs. It does not need Federal aid to build 
schools, and in our opinion, Federal aid is undesirable. 

Mr. Ketter. Mr. Elliott, do you have any questions ? 

Mr. Exuiorr. Would Federal aid for school construction, in your 
opinion, be undesirable, assuming that there was a demonstrated need, 
according to the criteria that you have mentioned in your statement? 
Would you be willing for the Federal Government to engage in Federal 
ee school construction in areas where there was a demonstrated 
need ¢ 

Mr. Arxrns. I certainly would. I think it should do it if that need 
is demonstrated, but I should say that it should be demonstrated on 
a very definite and positive formula. 

Mr. Exuiorr. Now, among the different bills that are pending before 
the committee, all of which I feel rather certain your research people 
have examined, assuming that there might be Federal aid for school 
construction, which of the approaches do you prefer ? 

Mr. Arxrns. I would prefer an approach simply on the basis of 
Federal aid to the areas which are in such financial condition-that they 
cannot, with the help of their State government, meet their school 
needs. I would not favor any broad, Federal-aid program for schools 
that distributes money to all States. On any kind of a formula that I 
have seen, that would not be satisfactory. 

Mr. Ex.iorr. Would you prefer outright grants, or would you pre- 
fer the approach in the administration bill? 

Mr. Arxrins. I think the Federal Government might best follow the 
practice of giving aid to such distressed districts and areas or schools, 
somewhat in the same manner that it has given it to these defense plant 
impacted areas. 

Mr. Exxrorr. Thank you very much. 

Mr. Ketter. Mr. Gwinn? 

Mr. Gwinn. Mr. Atkins, referring to the school survey that you 
mentioned in your testimony, are you familiar with the figures on page 
138 with reference to Connecticut, as to needs, applicable resources, 
and deficits? 

Mr. Arxrns. Yes, sir. 

Mr. Gwinn. I take it from the figures that you indicate for Conn- 
ecticut, that over a 5-year period you propose to spend almost twice as 
much as the survey indicates that you need ? 
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Mr. Arxrns. I think you are getting a low figure on their state- 
ment of needs, but that is approximately correct. 

Mr. Gwryn. And then when it says that you have a deficit in 
Connecticut of $12 million, you characterized that you part company 
with the employee of the State education department, who compiled 
those figures ? 

Mr. Arxins. Yes, we definitely do. 

Mr. Gwinn. He is no longer in your department or an employee 
of the State ? 

Mr. Arxins. No, sir. 

Mr. Gwinn. That deficit of $12 million was arrived at how? Do 
you know ? 

Mr. Arxtns. As nearly as we could understand it, it was arrived at 
by using the assessed valuation of certain of the towns that needed 
to build school buildings and applying to that the statutory limita- 
tion of 5 percent, and taking into consideration the outstanding in- 
debtedness, if any, of those towns. 

Then there was a computable difference of borrowing capacity. 
But, as I have pointed out to you, sir, they at no time took into con- 
sideration the fact that the towns all could raise their debt limit, 
borrowing capacity, to 10 percent of the valuation, which 50 of them 
have already done, and also there was no attention given to the fact 
that most of our towns are assessing property at a relatively low 
figure in relation to true value. 

Mr. Gwinn. And could raise their assessments. 

Mr. Arxtns. And could raise it—and many of them are doing so. 
Many of our towns are having a complete reappraisal of their real 
property for the purpose of readjusting their grand lists. 

Mr. Gwinn. Were there any other sources he failed to take into 
account in measuring the capacity to build school buildings ? 

Mr. Arxrns. Well, at the local level there wouldn’t be any other. 
It would be borrowing capacity, or local taxing ability. 

Mr. Gwinn. You mentioned State aid, or something. 

Mr. Arxins. Yes. So far as the State is concerned, it appears to 
us that they did not include the State aid formula for school buildings, 
which would add some 25 percent to the town’s ability to finance its 
schools. 

Mr. Gwinn. Thank you very much. 

Mr. Ketiey. Mr. Smith? 

Mr. Smiru. No questions. 

Mr. Ketuey. Mr. Velde? 

Mr. Verne. I want to compliment you on your very fine statement. 
However, I am not quite clear about your feeling about the administra- 
tion’s bill, or the bills pending before this committee. 

You stated, I believe, that Connecticut has a State-aid program ? 

Mr. Arxtns. Yes. 

Mr. Veupr. How does that work on the basis of need? That is for 
school building construction, is it not? 

Mr. Arxrns. Well, we have both State aid for school building con- 
struction and State aid for operation of our schools. And we have 
several bills in our legislature at the present time to increase those aids. 

Mr. Vetpr. What I am getting at is we are studying school build- 
ings at the present time. 

Mr. Arxrns. Yes. 
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Mr. Vetpe. How does the State determine which separate school 
districts are needy? Upon what basis? 

Mr. Arkrns. It is not determined on the basis of its needs. Any 
school district which wishes to build a school and issue bonds for 
financing it is entitled to State aid so long as its school complies with 
the minimum standards of functional facilities established by the 
State department of education. So we do not differentiate between 
districts in that regard. 

Mr. Vevpe. Is it in the nature of a loan from the State funds, then ? 

Mr. Arxtns. No. The State picks up the tab each year for the 
grant formula computed share of the bonds which are maturing in 
that year. 

Mr. Veuve. Then I take it that if a State would show to the Federal 
Government a need, based on the same reasons that a local district in 
the State of Connecticut shows a need, or is granted funds by the 
State of Connecticut, that you would be in favor of such a program 
of Federal aid to needy States? 

Mr. Arxrtns. Yes; on the basis of demonstrated need, but not on 
the same basis on which we do it in our State aid to local schools. 

Mr. Veutpe. Why do you make the distinction between different 
levels of government ? 

Mr. Arxrns. Well, sir, I think that our sovereign right of our State 
to administer and finance and direct the functions of government, 
which have traditionally been theirs, is, to me, a deciding factor. 

I believe that education, for example, is a function of the State and 
local governments, and we so regard it in our State, and we feel quite 
differently about the Federal Government entering the field of edu- 
cation. 

Mr. Vetpe. Thank you. That is all I have. 

Mr. Ketiey. Mr. Wainwright. 

Mr. Warnwricut. Yes. Following directly on the replay you just 
made to Mr. Velde, you feel that education is a function of local and 
State government. Do you feel, however, that the Federal Govern- 
ment has a responsibility in regard to supplying—whether it is build- 
ings or whether it is the education itself—for any area, needy or 
otherwise ¢ 

Mr. Arktns. As to the examination of the question of whether 
there is need, yes; I certainly do, sir. 

Mr. Warnwaicur. We are all apparently in agreement here on this 
committee that it does have a responsibility to tabulate and correlate 
facts and figures and present them to the States and to the Congress. 
What I am talking about is carrying out a program to repair the edu- 
cational damage in a particular State which may be behind the rest. 

Mr. Arxtns. I would say, sir, that the Federal Government does 
have an obligation to examine into any question where there would 
appear to be an pag de governmental function. 

Mr. Watnwrigut. You are missing my point. We all agree that 


it can look into it. I am talking about going beyond that and saying 
that the Federal Government can go in and correct the deficiency that 
it finds there. 


Mr. Arxrns. Yes, I would say that is entirely within the realm 


of 


_ Mr. Warnwricut. Isn’t that in conflict with your statement that it 
is a function of the State and local government to do it ? 
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Mr. Arxrns. Well, that, I say, would only be done if there is a 
failure on the part of the State and local government to do what is in 
the common interest of the people. 

Mr. WarInwricHr. Apparently Connecticut needs no aid and Cali- 
fornia needs no aid and New York needs no aid. Do you know of any 
States that do need aid, yourself ? 

Mr. Arxtns. None on which we have information up to this time, 

Mr. Warnwrieut. Thank you. 

Mr. Kerry. Mr. Fjare? 

Mr. Fare. No questions. 

Mr. Ketitxy. Thank you very much. I am sure the committee has 
been well informed by your statement. 

Mr. Arxins. Thank you, Mr. Chairman. 

Mr. Hussey. At this point, Mr. Chairman, I have four insertions 
for the record. 

The first is from Mr. Ewen C. Dingwall, executive director of the 
Washington State Research Council. 

Mr. Ketiey. Without objection, that will be included in the record. 

(The statement referred to follows :) 


WASHINGTON STATE RESEARCH COUNCIL 
SEATTLE, WASH. 


COMMITTEE ON EDUCATION AND LABOR, 
House of Representatives. 

HoNORABLE MemBers: In December of 1953 the United States Department of 
Health, Education, and Welfare published a Report of the Status Phase of the 
School Facilities’ Survey. This report purports to outline the school building 
needs of each State and, among other factors, to evaluate each State’s ability to 
meet its own needs with respect to new construction of public schools. 

For the State of Washington the school facilities survey showed building needs 
of $280 million, applicable resources of $30 million, and a deficit of resources 
amounting to $249 million. Translated into percentages the report indicated 
that the State of Washington had applicable resources amounting to only 10.86 
percent and that there was a deficit of 89.14 percent in this State’s ability to 
finance new schools.’ 

This and other information from the school facilities survey, pertaining to the 
State of Washington, has been given widespread publicity in various ways since 
the publication of the Federal report. For example, in a publication, Educational 
Differences Among the States, by the National Education Association in March 
1954, the State of Washington was ranked therein next to the last among the 
States in its ability to finance school construction and was so shown in a map 
appearing at page 27. Some public officials and others from the State of Wash- 
ington have made frequent use of the basic findings of the February survey. 

The survey data on which such findings are based are grossly inaccurate and 
totally unreliable. 

Laying aside entirely the question of accuracy of the statement of school 
building needs, I will discuss only the report’s conclusions with reference to 
applicable financial resources in Washington State’s school-building program. 

The $30 million listed as available for school construction was arrived at by 
calculating only the bonding margin of the various school districts of the State 
as that margin happened to exist in 1952, the base year of the study. 

I should like to make the following points concerning this calculation: 

(1) In November of 1952, one year before the publication of the Federal report, 
the bonding capacity of school districts of the State was doubled by a vote of 
the people, being increased from 5 percent of the assessed valuation of each 
school district to 10 percent. Therefore the Federal report was obsolete in this 
vital matter one year before its publication. 

(2) Anyone who is accustomed to dealing with questions of bonding margins 
will recognize that the capacity of a school district at any given moment is not a 


1 See table 41, p. 138, School Facilities Survey. 
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fair indication of its total future capacity for financing school construction. 
Bonding capacity fluctuates from two factors: 

(a) Increases in assessed valuation ; 

(b) Retirement of bonds already authorized. 

To assume that the bonding margin available early in 1952 was any sort of a 
final statement of local financing capacity indicates a rather startling ignorance 
of the whole subject by whoever was responsible for the analysis. 

(3) As of June 1954, there was available in the State of Washington, in unused 
local bonding capacity for school districts, a total of $120 million. It is true 
that not all of this bonding capacity was immediately available at points of need 
for new school construction in the State. But this involves an archaic system 
of school districting and is a matter for correction entirely within the jurisdiction 
of local authorities and the people of the State of Washington. 

(4) The Federal report also ignores the substantial degree of local effort each 
cear in our State in the financing of school construction by special levies so 
that schools ean be built from current income rather than on the basis of ex- 
tended indebtedness. 

(5) The State legislature in the 1955 session enacted a broad new law calling 
for general reassessment of property values throughout the State. In some 
areas at least, it is expected that this program will result in materially in- 
creased valuations. Even without this type of program, in past years assessed 
valuations in the State of Washington have increased materially each year, 
and there is nothing to indicate that such normal increases will not continue. 
It is fair to assume that additional bonds voted locally by various school dis- 
tricts will be offset in some measure by bond retirements and therefore that the 
State can look forward to a gradually rising net bonding capacity in the years 
ahead, beyond the $120 million available last June. 

(6) In addition to these vast local resources, which are available subject to 
local approval by voters, our Washington State Legislature has consistently pro- 
vided ample funds for State aid to school construction : 

(a) In November 1950, the people approved a $40 million bond issue 
placed on the ballot by the Legislature. 

(b) In 1953 the Legislature provided $20 million additional for State aid. 

(c) The recently adjourned 1955 Legislature provided an additional $30 
million in State aid. 

From the 1950 program, including local and Federal funds, a total of $86.5 
million produced 2,274 classrooms. From the 1953 program, including local and 
Federal funds, a total of $41.5 million produced 1,263 classroms. The 1955 pro- 
gram, including some $30 million in local funds, will produce an estimated 1,894 
classrooms. Since 1950 Federal funds advanced to this program have totaled 
approximately $10 million in a period when $128 million were put into school 
construction from all sources. 

It seems to me that these statistics clearly evidence a desire and a capacity of 
the people of the State of Washington to provide the necessary school buildings 
for their own children. 

Washington State has consistently ranked very high among the States in per 
capita income, a rating in which we take considerable pride. There is no dis- 
cernible general demand or need for the Federal Government to allocate funds to 
assist this State in its school building problems, beyond the generally accepted 
need for aid to Federal impact areas. 

By any reasonable calculation the State of Washington has done and is doing 
an outstanding job of providing for its school needs. The survey published by 
the United States Department of Health, Education and Welfare as it pertains to 
the situation in Washington State does not give an accurate or realistic picture 
of the problem here and should be disregarded in its entirety by the Committee 
on Education and Labor. 

I appreciate the opportunity of presenting this statement. 

Respectfully, 
Ewen C. DINGWALL, 
Executive Director. 


Mr. Hussry. The second is from Mr. M. D. Mobley, executive sec- 
retary, American Vocational Association, Inc., Washington, D. C. 
Mr. Ketrtxy. Without objection, that will be included in the record. 





624 FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 


(The statement referred to follows :) 


STATEMENT By M. D. Mosiey, EXECUTIVE SECRETARY, AMERICAN VOCATIONAL 
ASSOCIATION, INC., WASHINGTON, D. C. 


My name is M. D. Mobley. I am the executive secretary of the American 
Vocational Association, a professional organization of vocational teachers and 
officials and persons interested in the further development and improvement of 
vocational education. 

On February 8, 1955, President Eisenhower stated in his message on education 
that, “Fundamentally, the remedy lies with the States and their communities, 
But the present shortage requires immediate and effective action that will produce 
more rapid results. Unless the Federal Government steps forward to join with 
the States and communities, this emergency situation will continue.” This 
clearly states a situation which exists and a policy which the teaching pro- 
fession and other organizations interested in education have, for a long time, 
maintained. 

In order to provide classrooms for elementary school children and for the 
academic subjects in the secondary schools, it is becoming necessary to convert 
many of the classrooms and laboratories used in vocational courses. This, in 
many cases, has either eliminated vocational courses or transferred them to 
schoo! facilities where it is so crowded that only an inferior job of teaching can 
be done. The student with a vocational interest and intent is being denied the 
advantage of good vocational education courses. 

Not only is the vocational education of students at stake on this issue, but also 
the defense and economy of our Nation. Our national defense and national 
economy is dependent upon the number and ability of our skilled manpower. 
Vocational education contributes much to this skilled manpower through its 
contribution of related training to apprentices and adult workers and by pre 
paring youth to advantageously make entrance into occupations of their choice 
and interest. 

The Federal Government through its program of grants-in-aid to vocational 
education has demonstrated what we feel might well be done in providing aid 
for schoolhouse construction. The members of our association believe that 
Federal assistance for school construction should be provided under certain spe- 
cific conditions. These conditions are: (1) That very substantial grants be 
made to the States, (2) that funds may be used for construction costs and for 
essential equipment, including vocational and industrial arts equipment, (3) that 
funds be allocated on the basis of an objective formula, and (4) that funds be 
administered by the United States Office of Education at the Federal level and 
the State department of education at the State level. 

The delegate assembly of the American Vocational Association at San Fran- 
cisco, Calif., on December 7, 1954, passed the following resolution regarding 
federal aid to school-building construction. 

“Whereas, many national and regional studies show the great need for school- 
house construction necessitated by the increased number of children and the 
expanded curriculum ; and 

“Whereas many localities and States do not have sufficient funds to provide 
adequate housing for schoolchildren: Therefore be it 

“Resolved, That the AVA support legislation authorizing an appropriation of 
Federal funds for schoolhouse construction and other educational purposes.” 

The membership of the American Vocational Association believes that the need 
is urgent, that the problem is a concern of the Federal Government, and that 
substantial financial aid through a grant-in-aid program is one of the very 
important steps that must be taken in the solution of the classroom shortage 
problem facing the Nation. 


Mr. Hussey. The third one is from Mr. J. C. Lauderbach, super- 

intendent of the Chula Vista City School District, Chula Vista, Calif. 
Mr. Kettry. Without objection, that will be included in the record. 
(The letter referred to follows :) 
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CHULA Vista City ScHoot District, 
Chula Vista, Calif., April 7, 1955. 
Heh. Frep G. Hussey, 
Chief Clerk, Committee on Education and Labor, 
House of Representatives, Washington, D. O. 


Deak Mr. Hussey: A few weeks ago, I had the pleasure of talking with you 
in regard to bills for Federal assistance which are being considered in Congress. 
1 had a folder with information regarding the Chula Vista City School District 
with me at the time. You suggested that I make certain revisions and return it 
to you, thinking possibly that it might be considered in the hearings which will 
take place in the Committee on Labor and Education. 

Cordially yours, 


J. C. LAUDERBACH, Superintendent. 
(The statement referred to is as follows :) 


FINANCIAL SITUATION oF SCHOOL CONSTRUCTION, CHULA VISTA 
City ScHOOoL DIsTRICT 


The Chula Vista City School District is a district which is comprised of the 
chartered city of Chula Vista and surrounding areas. The system operates the 
kindergarten and first six grades only and does not include the seventh and 
eighth grades, for which tuition is paid to a high-school district. 

At present, the city of Chula Vista has a population of approximately 30,000 
people, but the school district extends beyond the boundaries of the city includ- 
ing areas which have 12,000 in population, making a total population of 42,000 
in the district. 

The district is now operating 11 school plants, with 2 more to be built within 
the next 6 months, making a total by January 1, 1956, of 13 complete plants. 

The present enrollment of the district is 6,100 with 250 additional students 
expected by June of this year. 

The city of Chula Vista finds itself located in the center of a war impact area 
including San Diego City and other surrounding towns in this locality. In this 
area are several major aircraft factories, including Convair, Solar, Ryan, and 
Rohr Aircraft Corp. in Chula Vista. These manufacturing institutions, together 
with a number of military installations, have made the San Diego area one of 
the most rapidly developing areas in the Nation. The abnormal increase in 
school enrollment caused by this war activity is indicated by the fact that in 
1940 there were only 745 children enrolled in the district, compared with 6,100 
at the present time. As late as 1947 and 1948 there were only 2,170 students 
enrolled, 


TABLE I.—Federally connected children (by years from 1950 in the Chula Vista 
city school district) 
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FEDERALLY CONNECTED CHILDREN 


The expanded military activities indicated above, together with the fact that 
there are two large housing unit projects in Chula Vista has made the percentage 
of federally connected children in this district abnormally high. Table I shows 
the number of federally connected children beginning with the year 1950 and 
extending through 1955. It will be noticed that the percentage of federally con- 
nected children all through these years averages approximately 36 percent of 
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the total average daily attendance. It is thought by the officials of the Chula 
Vista district that the: federally connected children should be the major con- 
sideration in the allocation of Federal funds, since the purpose of their assistance 
has been to give relief to those districts which are suffering from greatly increased 
school enrollment due to military activities. In this connection, it should be 
pointed out that under Public Law 874 for maintenance and operation funds, the 
number of federally connected children constitute entitlement for said funds. 
It is the contention of the district, as indicated immediately above, that a high 
percentage of federally connected children should constitute entitlement for 
funds under Public Law 815. 


TABLE II.—Assessed valuation, bonding capacity, and bonds outstanding (from 
1947 to 1955 in the Chula Vista city school district) 
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ASSESSED VALUATION AND BONDS 


Another important consideration in providing facilities for school enrollment 
is the assessed valuation and bonding capacity of the district. It is noted that in 
1949-50 the district practically exhausted its bonding capacity, and then in 
1953-54 the district again voted its full bonding capacity. The district now has a 
bonding margin of only $177,000. 

The above figures have been shown to indicate that the Chula Vista district has 
completely exhausted its own resources (California can vote only 5 percent of 
upon the taxpayers of this district. 

However, this 5 percent of the assessed valuation is not sufficient to previde 
adequate funds for school facilities in California. About 1950, the State of Cali- 
fornia passed a bond issue from which war impacted districts, such as Chula 
Vista, could borrow. The Chula Vista district borrowed approximately $1,860,000 
at that time. Therefore, the district has been forced to load itself even beyond 
the 5 percent of its assessed valuation. It has proved to be an unbearable burden 
upon the taxpapers of this district. 

There is another situation which has placed even a greater burden upon the 
Chula Vista district. In 1951, the area of Chula Vista became a chartered city, 
and created a new school district, and a new bonding capacity of 5 percent of the 
assessed valuation of that year. The district, however, is still obligated to raise 
money for interest and redemption of the Chula Vista Union School district 
bonds, of which there are $513,000 outstanding at present. 

This combination of circumstances resulted in a tax rate for the Chula Vista 
district in 1954 of 0.4776, considerably beyond the average of 40 cents for debt 
service, which is usually expected. As indicated above, the district borrowed 
money from the California public school building loan plan and now has to add 
each year to its tax rate the amount necessary to make yearly payments on this 
State fund. In 1954 this amounted to 0.2487, making a total of 0.7263 for debt 
service. 

Under table II, again, it would appear that growth in assessed valuation will 
not provide sufficient increased bonding capacity to supply the needed funds for 
school building during the next few years. The heavy increase in school popu- 
lation calls for the construction of 14% schools per year, at an approximate cost 
of $750,000; whereas a $6 million yearly increase in assessed valuation will in- 
crease the bonding capacity only $300,000. This, plus $61,000 in bonds being re- 
deemed annually, make $361,000, less than half the funds necessary for yearly 
school construction. 
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TABLE I1I.—Yearly tar rates for operation and construction from 1947 
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Table III dates back the tax rates of the Chula Vista (Elementary) City School 
District from 1947 to 1955. The table shows the tax rate for current opera- 
tion, and that for bonds and debt service. The last column shows the total tax 
rate for both. The total for 1954 will be seen to be 1.9604. ‘This is for the elemen- 
tary school district only. The tax rate for the high school district, which serves 
this area, in 1954 was 1.756; the total of the 2 districts was 3.72. 


OBSERVATIONS AND RECOMMENDATIONS 


The above information would indicate that the Chula Vista District has fully 
extended itself to provide for its educational needs. It has not only exhausted 
its 5 percent bonding capacity on assessed valuation, which would ordinarily 
result in a 40-cent tax rate, but has gone well beyond that. It has borrowed con- 
siderable money from the California school building construction fund, and in 
addition is paying off on bonds of the original district, all of which, as indicated 
above, has necessitated a tax rate for construction purposes of 0.7263. Because 
of this extreme effort, the district has been able to take care of its educational 
needs without resorting to double sessions. 

However, in doing so, it has placed a back-breaking burden upon its local tax- 
payers. Also, the fact that the district has avoided double sessions has clouded 
its eligibility for securing money under the extension of Public Law 815. The 
present administration of Public Law 815 requires that a district has to show 
not only that it has federally connected children, but also that it has unhoused 
children. 

The feeling of the officials of this district is that this is an unjust procedure 
for it penalizes the district which has done all that it possibly can to meet its 
own needs and still is unable to do so. 


SPECIFIC RECOM MENDATIONS 


In view of the situation expressed in the above paragraphs, we wish to re- 
spectfully recommend the following procedures in the construction of Federal-aid 
bills in the present Congress : 

1. That the allocation of Federal funds to a district be based primarily on the 
percentage of federally connected children enrolled in the district and that 
the amount of funds be determined on a sliding scale as to the percentage in- 
volved. 

2. That the requirements that a district have a certain number of unhoused 
children be withdrawn or minimized. 

3. That districts be allowed to submit a reasonable estimate of school popula- 
tion at a future date and that funds be allocated to a reasonable extent on this 
estimate in order to have funds available for construction of building facilities 
to be completed at the time the need will face the district. 

4. That in allocating funds to districts consideration be given to the existence 


. excessive tax rates and to the assessed valuation per capita existing in the 
district. 


5. That consideration be given to the possibility of requiring districts to exhaust 
their own bonding capacity before being eligible for Federal assistance. 

We respectfully request that, if it is in order, this report of information and 
recommendations be made a part of the hearings of the Committee on Labor and 
Education of the House of Representatives. 
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Mr. Hussey. The last one is the:statement of Mr. Albert K. Nohl 
executive director of the New Mexico Taxpayers Association, Santa 
Fe, N. Mex. 

Mr. Ketiey. Without objection, that will be included in the record. 

(The statement referred to follows :) 


STATEMENT OF ALBERT K. NOHL, EXECUTIVE DIRECTOR OF THE NEW Mexico 
TAXPAYERS ASSOCIATION, SANTA Fr, N. MEx. 


The Federal school facilities survey, as conducted in New Mexico, is meaning- 
less and it is obvious that it would of necessity so be, because of the premise on 
which it was based. The personnel who made the survey were protagonists of 
Federal aid, and they had been led to believe that they were building a case for 
Federal aid to education. With this frame of reference, it is only reasonable to 
assume that the picture would be made as bleak as possible. 

This assumptien is borne out:by4ater development of the facts. ‘ 

The survey conducted in New Mexico showed “needs” of $58,336,318. Only 
July 29, 1954, the Taxpayers Association of New Mexico, on the basis of certain 
facts to be mentioned later, challenged this figure publicly. The superintendent 
of public instruction, in reply to questions by the press, made the following 
statement: 

“State School Superintendent Tom Wiley said his opinion was that Federal 
standards are somewhat high. ‘I think a more conservative estimate of (New 
Mexico school building) needs would be $25 million.’” Thus the facilities survey 
was cut by 58 percent. 

The first incident which made us wonder about the reasonableness of the 
survey was the discovery that included in the total was $750,000 to replace a 
new high school in the city of Santa Fe. This school, which was less than a 
year old, had been rated “unsatisfactory,” because the site had only 9.3 acres 
of ground, rather than the 10 acres required by Federal survey standards. 

Incidentally, this high scheol was built with Federal impact money—a building 
built with Federal money and then condemned in ‘the*same year by Federal 
standards as “unsatisfactory” is indicative of the confusion and waste that would 
result from expanded Federal aid. 

On December 23, 1954, the superintendent of public instruction issued a 
memorandum to New Mexico school administrators, which in part says: 

“From our careful study of school building needs in Rio Arriba County, which 
is a low-tax income county, we find there is an immediate need of $3,008,600. 
Projecting this same plan over similar areas in the State, plus congested areas, 
exclusive of Indians, it is our opinion that at least $25 million is needed now. 
This would be divided approximately as follows: $13 million for (Federal) 
impacted areas, and $12 million for low-income areas.” 

Since Federal aid to impacted areas is a program already in effect, and which 
has not been considered asa‘ part of the new program now under consideration, 
it is apparent that the $58 million total reported by the school facilities survey 
has now shrunk to $12 million. 

One of the most discouraging things about Federal aid, and the hope for Federal 
aid, is the encouragement to wastefully dissipate local funds. 

On March 29, 1954, the Santa Fe New Mexican had an editorial favoring a bond 
issue for a new fieldhouse. One of the arguments used in the editorial favoring 
the bond issue was as follows: 

“The city system has applied for Federal assistance amounting to $826,000 for 
additional grade and junior high sehool facilities * * * And under present 
Federal policy, funds are not granted to communities which have not reached 
the limit of their bonded debt. 

“Thus it would appear that approval of the bond issue would strengthen the 
community’s case for more Federal money.” 

During the current session of the New Mexico Legislature, one of the controver- 
sial issues was the establishment of kindergartens. The opponents of the Dill, 
which included the New Mexico Education Association, argued that we need all 
our efforts to keep up with enrollments of 6-year-olds, without adding 5-year-olds. 

On March 4, 1955, the superintendent of public instruction, in support of the 
program, presented a pamphlet to the legislature which included the following 
statement : 

“The teachers, rooms, and money for a kindergarten program are available. 
From the statewide per capita cash balance behind each kindergarten child of 
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$450, we would use but $125 annually. At the same time, we would be estab- 
lishing a basis for Federal aid when Federal school-aid funds are made available.” 

The only conclusion that can be made from this statement is that we must 
dissipate our surpluses and crowd our facilities as rapidly as possible, in order 
to present a picture of abject destitution for the benefit of Congress. 

New Mexico’s school building needs for low income areas and for increased 
enrollment during the next few years could easily be taken care of without any 
new taxes or Federal aid, if Congress would simply pass legislation authorizing 
the State to use part of the money for school construction that is flowing into 
the permanent school fund. 

As of December 31, 1954, New Mexico had a permanent trust fund of $68 
million for the benefit of common schools. ‘The fund is increasing at the rate of 
$10 million a year, mostly from oil and gas royalties. If we could use up to half 
of that $10 million as needed, over the next few years, our school building prob- 
lems would be solved. 

A still easier way, which would require no action by Congress, would be to 
authorize the investment of the school permanent fund in long-term bonds of 
school districts, and the school districts would then budget annually for pay- 
ment of principal and interest. This method would only require action of the 
New Mexico Legislature. 


It is my candid opinion that the school building problem would have been 


solved in New Mexico by this time if efforts at positive planning had not been 
stifled by hopes of Federal aid. 


Mr. Kewtiey. Is Mr. Steimel here? 


STATEMENT OF EDWARD J. STEIMEL, EXECUTIVE DIRECTOR, 


PUBLIC AFFAIRS RESEARCH COUNCIL OF LOUISIANA, BATON 
ROUGE, LA. 


Mr. Ketury. Mr. Steimel, will you give your name and who you rep- 
resent, and some of your background ? 

Mr. Srermmen. I am Edward J. Steimel, executive director of the 
Public Affairs Research Council of Louisiana, Inc., located in Baton 
Rouge. We are a privately supported, nonpartisan government re- 
search organization. We are not in any sense a lobbying organization. 
We take no position whatsoever on a given task of any sort. We only 
appear before any committee of Congress or the legislature as a wit- 
ness. We never get there with any information that we want to get 
across. We never support or oppose specific legislation. We are not, 
in our prepared statement today, taking a position for or against 
Federal aid. 

We believe that consideration of the Federal-aid proposals at this 
time is premature because all of them apparently are based on one 
study made by the United States Office of Education of the school fa- 
cilities of this country in cooperation with the various departments of 
education and various school groups throughout the Nation, and, at 
least, as far as Louisiana is concerned, the school facilities survey was 
not accurate enough, was not based upon sound enough assumptions, 
and the research methods are so subject to question that it cannot be 
relied upon as the basis for any proposal for Federal aid at this time. 

When such a survey is made we do believe then that it is entirely 
within reason that this body consider Federal aid to education just as 
you would consider anything else. 

I would like to point out only four points and make my remarks very 
brief why we feel that this survey, at least as it applies to Louisiana— 
that is all we have regard to—is inadequate and deficient. 
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One is that the definition itself as prepared by the United States 
Office of Education, which instructs the people who made the survey 
as to the definition of “need and available resources”—let’s say the 
definition of “available resources”—is a legalistic measurement of 
available resources rather than an actual measurement of ability of 
the States to meet their needs. 

For example, in Louisiana all the school districts are permitted to 
vote 15 percent of the assessed valuation. That has been raised to 20 
percent in 1952, and in 1954 it was raised to 25 percent. But there is 
a 15-percent limitation in Louisiana, and 2-percent limitation in Ken- 
tucky. 

There is no question but that it is not getting at the ability of the 
States to meet their needs. 

That is only one example. There are eight different factors that we 
believe ought to be considered in any definition of resources in a State 
to meet its needs, and that is included in the report. 

At this time I would like to ask that the entire report, including the 
tables, be inserted in the record. 

Mr. Ketter. Without objection, it is so ordered. 

(The statement and tables referred to follow :) 


PREPARED STATEMENT OF EDWARD J. STEIMEL, EXECUTIVE DIRECTOR, PUBLIC AFFAIRS 
RESEARCH COUNCIL OF LOUISIANA, INC. 


This is a statement of Edward J. Steimel, executive director of the Public 
Affairs Research Council of Louisiana, Inc., a nonpartisan, privately supported, 
governmental research organization. 

This statement is concerned with the methods used in the school facilities sur- 
vey as reflected in reports of the United States Office of Education and the Loui- 
siana Department of Education to determine resources available for financing 
school needs. It is not concerned with estimates of school needs, other than to 
note differences between the needs estimated for 1952 and 1959-60. 

This statement is directed first at the United States Office of Education’s defini- 
tion of the ability of States and localities to meet their needs. Ability was defined 
in terms of ‘“* * * those financial resources which, under existing State and local 
laws and practices, can be obtained to finance capital outlay for public elemen- 
tary and secondary schools.” 

It is submitted here that this definition results in a legalistic measurement 
rather than an actual economic measurement of State and local financial ability. 
The survey reveals significant differences among the States in efforts made to 
meet school needs. For example, in September 1952 Louisiana permitted local 
school boards to issue bonds up to 15 percent of assessed value of property. Ken- 
tueky permitted bonding up to 2 percent of assessed value. Louisiana school 
needs for 1952 were reported at $208 million, with available State and local re- 
sources of $156.9 million. Kentucky’s school needs were reported at $185.9 
million, with available resources of $42.9 million. Thus, the deficit to be met was 
far greater for Kentucky than for Louisiana because of the difference in school 
debt limits. 

The United States Office of Education reported available resources in Louisiana 
as of September 1952 at $156.9 million. The figure submitted by the Louisiana 
Department of Education to the United States Office was $219.2 million as of the 
same date. 

The 1959-60 classroom shortage in the Nation was estimated at 470,000 by the 
United States Office of Education as recently as September 1954. The same 
agency now estimates the shortage at 176,000 classrooms. These changing esti- 
mates thus present a confused picture of the national classroom shortage. 

This statement is directed secondly at the methods established for collection 
of data on available resources in Louisiana—methods which were followed by 
the Louisiana department of education in agreement with the United States 
Office of Education. 

To estimate available resources for long-range planning, 1953 assessed valua- 
tions were “projected,” without change, to 1959-60. The average increase in 
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assessments was 72.4 percent in Louisiana during the period 1945 through 1954. 
Ignoring this significant increase arbitrarily narrowed the base on which future 
ability to finance school needs was determined. 

For the status phase report of the United States Office of Education, the bond- 
ing capacity of Louisiana school systems was based on a debt limit of 15 percent. 
The limit had been raised to 20 percent by the time the Louisiana report was 
submitted December 31, 1953. In November 1954 Louisiana citizens approved 
«a constitutional amendment raising the limit to 25 percent. The Governor has 
predicted passage of legislation implementing this increase at next month’s 
session, as Suggested by the State attorney general. This potential increase in 
bonding capacity has not been considered in the computation of available re- 
sources for long-range planning. 

The Louisiana Department of Education gathered data on bonded debt for 
67 school systems over an 18-month period, and, as a result, debt was under- 
stated by $26.3 million and needs overstated by the same amount, as of the end 
of the period. In its long-range projections, the Louisiana department also failed 
to consider the effect of bond retirement on available resources. For example, 
during the 18-month period, 37 systems retired $2.6 million in bonds. 

It is the view of the Public Affairs Research Council that there are serious 
questions as to the reliability of the United States school facilities survey as a 
guide for determining ability of States and localities to meet their needs. There 
is, further, a fear that the inadequate determination of available resources might 
zive rise to inequitable programs of Federal and State aid for school construction. 

The following statement and tables are presented as a detailed explanation of 
the Public Affairs Research Council’s position and will be incorporated in a 
published report. 


ANALYSIS OF THE UNITED States OFFICE OF EpucATION ScHoon FACILITIES 
Survey, By Pusiic Arrarrs ResearcH CouNcIL oF LOUISIANA, INC. 


INTRODUCTION 


Unquestionably there is a great need for school facilities in some Louisiana 
communities. There should be serious concern on the part of citizens in those 
communities to insure that adequate facilities are provided. The financing of 
school construction traditionally has been a local responsibility, but in recent 
years about one-third of the States have inagurated various measures to assist 
school districts. Every community should determine its school needs and to 
what extent local resources can meet those needs before considering any proposal 
which may shift local responsibility for and control of public education to the 
State or Federal Government. 

This report is presented to emphasize the necessity for sound research in de- 
termining Louisiana school needs and in planning an economically feasible and 
equitable program to finance those needs. The school facilities survey, con- 
ducted under the auspices of the United States Office of Education, reveals sig- 
nificant deficiencies in these respects. Decisions affecting Federal-State-local 
relations should be based only on sound assumptions, research methods, and 
data. 

PAR’s analysis is primarily concerned with an examination of the basic as- 
sumptions, methods, and data upon which the ability of States and local systeins 
to finance school construction was determined by the United States Office and 
Louisiana Department of Education. PAR did not survey Louisiana’s school 
facilities needs; therefore, use of data on school needs compiled by the State 
department of education should not be interpreted as an acceptance of such data. 

Major deficiencies of the school facilities survey discussed in this report are: 

1. Inadequate definition of “available resources.” 
2. Lack of consideration of assessed valuation trends. 
3. Failure to fully consider changes in debt limits. 
4. Unsound method of collecting data on bonded debt. 

During the past few years there has been increasing concern about the short- 
age of school facilities. The 81st Congress appropriated $3 million to assist 
the States to inventory existing school facilities, determine the need for addi- 
tional school construction, develop State plans for construction programs, and 
examine the adequacy of State and local resources available to meet school 
housing needs. This report will review the two Louisiana studies and a Federal 
report on the survey. 
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The Status Phase Report of the School Facilities Survey, published -by_ the 
United States Office of Education in December 1953, was based on data submitted 
by 43 States and Territories." The report is presented as an inventory of exist- 
ing school facilities as of March 1951, school plant needs as of September 1952, 
resources available to meet those needs, and deficits which could not be met. 
The Louisiana situation was covered in a report published by the State depart- 
ment of education, and hereinafter referred to as the Louisiana status phase 
report. 

In addition, a long-range planning report, projecting school facilities needs 
in Louisiana to the school year 1959-60, has been published by the State depart- 
ment of education and submitted to the United States Office of Education.’ The 
projection is based on increased enrollments, population shifts, school district 
reorganization, and normal replacement of obsolete buildings. The composite 
report for the Nation has not yet been issued by the United States Office of 
Education. 

In the Federal status phase report, the instruction room shortage Was pro- 
jected to 312,000 for all States and Territories as of September 1952. Total 
needs for site acquisition and improvement, new construction, remodeling and 
rehabilitation of existing school buildings, and purchase of school buses were 
stated to be $10.6 billion for the 53 States and Territories, leaving a deficit of 
$4.7 billion after considering “applicable resources” of $5.9 billion. 

The Federal report has been cited extensively to document the present short- 
age of school facilities and has been used as a basis for estimating future class- 
room needs. The President’s message to Congress on Federal aid to schools, in 
February 1955, cited the shortage of over 300,000 classrooms.” The United States 
Office of Education projected the needs to 720,000 instruction rooms at a cost of 
$28 billion by 1959-60, of which 470,000 could not be provided unless construction 
were accelerated. The National Citizens Commission for the Publie Schools 
projected the 1952 needs to 952,000 classrooms at a cost of $32.4 billion as of 
1965." 

To meet these needs, numerous proposals for State and Federal aid thrangh 
direct grants or loans have been adyanced. However, a recent revision by the 
United States Office of Education in the classroom shortage predicted for 1959- 
60 raises serious questions about the data on which aid proposals are based. 
The 1959-60 classroom shortage, estimated to be 470,000 as late as September 
1954 by the United States Office of Education, is now estimated by that agency 
at 176,000—little more than a third of their original projection.’ 


DEFINITION OF RESOURCES INADEQUATE 


In the school facilities survey, the United States Office of Education defined 
ability to meet school needs in terms of “* * * those financial resources which, 
under existing State and local laws and practices, can be obtained to finance 
eapital outlay for public elementary and secondary schools.” ® This definition 
provides a legalistic measurement of resources, rather than an actual economic 
measurement of State and local financial ability. A realistic definition of re- 
sources available within and among States would include a consideration of 
(1) the total assessed valuation of taxable property, (2) the relation of assessed 
to market value of such property, (3) the existence of effective statewide assess- 
ment equalization programs, (4) property tax exemption programs and their 


1U. S. Department of Health, Education, and Welfare, Office of Education, ert of 
the Status Phase of the School Facilities Survey (Washington, 1953). Idaho, Missougi, 
New York, South Carolina, Utah, Virginia, Wyoming, and the District of Columbia did not 
participate in the status phase of the survey. Massachusetts and New Jersey participated, 
but data from these States were not available at the time of publication of the Federal 
status phase report. Data on the 43 States sporting were projected to represent the 48 
States, the District of Columbia, Alaska, Hawaii, Puerto Rico, and the Virgin Islands. 

2? Louisiana Department of Education, First Progress Report of the School Facilities 
Survey (Baton Rouge, undated). 

8 Louisiana Department of Education, Second Progress Report of the School Facilities 
Survey (Baton Rouge, undated). 

«Report of the Status Phase of the School Facilities Survey, f. 114, 

5 Congressional Record, 84th Cong., 1st sess., CI, No. 22 (Feb. 8, 1955), 1101. 

*Information sent the Chief State school officers by the United States Commissioner of 
Education, on September 20, 1954, as pepore in the Congressional Digest (Washington: 
The Congressional Digest Corp.), KXXIII, No 11 (November 1954), 267. 

? National Citizens Commission for the Public Schools, Financing Public Education in 
the Decade Ahead (New York. 1954), p. 37. 

8 In testimony by the Secretary of Health, Education, and Welfare before the House Com- 
tng a? and Labor, March 29, 1955. Congressional Quarterly Weekly Report, 

, No. 13, : 
® Report of the Status Phase of the School Facilities Survey, p. 2. 
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effect on assessed valuations, (5) the amount of school debt taxpayers are will- 
ing to assume, (5) variations in the legal debt limits, (7) State resources and 
aid available to local systems, and (8) other revenue sources which may be 
tapped. 

There are 53 different tax structures in the States and Territories included in 
the school facilities survey. Some States have high income, severance, corpora- 
tion, excise, inheritance, and/or occupational taxes, while others may impose one 
or more of these taxes, and at different rates. Some States have highly cen- 
tralized tax structures, with limited tax revenue available to local units, while 
others have strengthened local units by permitting them to retain traditional 
tax sources and broadening their taxing authority. Limits on the issuance of 
bonds and tax levies for school purposes vary greatly from State to State. 

Property tax exemptions have a direct effect on the total assessed valuation of 
taxable property within the States having such programs. Valuations are also 
greatly affected by varying assessment practices among and within States, par- 
ticularly with respect to the ratio of assessed to market value, and the existence 
or absence of an effective statewide assessment equalization program, 

The inadequacy of the United States Office of Education’s definition of re- 
sources is revealed by examining the effect of variations in school debt limits 
among the States. These limits ranged from a low of 2 percent to a high of 50 
percent of assessed valuations for the year 1949-50. Resources available based 
on Kentucky’s 2 percent limit and Louisiana’s 15 percent limit (until November 
1952) affected their ability to finance school construction under the United 
States Office of Education definition. Kentucky’s needs in September 1952 were 
reported to be $185.9 million; State and local resources, $42.9 million; leaving a 
deficit of $148 million. Louisiana’s needs were reported to be $208 million ; 
State and local resources, $156.9 million; leaving a deficit of $51.1 million. Thus 
Kentucky, with a 2 percent limit, was able to meet only 23.1 percent of its needs, 
while Louisiana, with a 15 percent limit, was able to meet 75.4 percent of its 
needs. 

It is, therefore, clear that the United States Office of Education definition limits 
the measurement of resources to revenues available under present laws. It is 
not a measure of actual ability to finance school construction. Any Federal aid 
program formulated under this definition would penalize States which have 
made determined efforts to meet their own school needs, and would benefit States 
which have not made the effort. Similarly, any State aid program which failed 
to consider the effort made by local systems to meet their needs would be 
inequitable. 

There are 67 local school administrative units in Louisiana—64 parish and 
three city school systems. Under present Louisiana law, each system finances its 
own school plant construction. The records of the Louisiana Department of 
Education show a total of $219.2 million in resources available to the 67 systems 
in 1952, while the United States Office of Education reports only $156.9 million 
in resources for Louisiana.!2 Thus, two different figures are shown for available 
resources. The United States Office apparently subtracted the total deficits for 
29 systems ($51.1 million) from the needs of all 67 systems ($208 million) to 
obtain its resources figure for 67 systems ($156.9 million). This is misleading 
and inaceurate. No consideration was given to the surpluses of $62.2 million in 
available resources in the other 38 school systems in Louisiana. Under present 
Louisiana law such surpluses of one school system cannot be used to meet the 
needs of another. With reasonable modifications in its school financing and tax 
structure, Louisiana would likely be able to meet its needs. 


TRENDS IN ASSESSED VALUATIONS IGNORED 


A major weakness of Louisiana’s long-range planning report is the failure to 
consider the growth in resources available for school purposes resulting from 
increased assessed valuations. The Louisiana Department of Education, in 
agreement with the United States Office of Education, used 1953 assessed valu- 
ations as “1959-60 projected property assessments.” Resources available to 
1959-60 were determined by multiplying the 1953 valuations by 20 percent (the 


© Federal Recarity Agency, Office of ys 5 A ae Provisions for Financing Public 
a 


School Capital Outlay Programs, Bulletin, 1951, SION tay bap 1951), pp. 18-19. 
This bulletin does not indicate whether the limits net the individual States pertain to taxable 
valuation of real property only or to valuations of real and other types of property. 

11 nae of the Status Phase of the School Facilities Survey, p. 138. 


12 


18 Second Progress Report of the School Facilities Survey, table IV, pp. 23-25. 
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constitutional limit on school bonds until November 1954) and subtracting out- 
standing bonded debt. 

The “1959-60 projected property assessment” is a misnomer. The “projection” 
is explained in the report as follows: 

“Since a certain degree of fluctuation has been experienced in many of the 
administrative units, the 1953 assessment of each administrative unit was used 
as the projected figure for the 1959-60 school year. This was done after con- 
fering with representatives of the United States Office of Education.” * 

Thus, no attempt was made to measure the trend in assessed valuativns us a 
possible basis for projection. 

An examination of assessed valuations reveals decided increases in all 67 
school systems since the end of World War II. Table 1 shows the assessed valua- 
tions from 1945 through 1954. All systems experienced an overall increase dur- 
ing the period, ranging from a high of 284.1 percent in Calcasieu to a low of 21.3 
per cent in West Feliciana. The State increase was 72.4 percent. Assessed 
valuations of seven systems—Calcasieu, Jefferson, Livingston, Plaquemines, St. 
Bernard, St. Helena, and Terrebonne—more than doubled during the 9 years, 
while 46 of the 67 systems increased more than 50 percent. : 

The “fluctuations” in assessed valuations amounted to 14 yearly decreases as 
compared to 589 increases (table 1). These “fluctuations” would not preclude 
a reasonable projection of increased assessed valuations. Such a projection 
would have been more valid than the assumption that there would be no 
change in valuations over the period from 1953 to 1959. 


CHANGES IN DEBT LIMITS DISREGARDED 


Another important factor disregarded in determining resources was the effect 
of changes in the debt limit for school purposes. In November 1952 the constitu- 
tional limit on school bonds was raised from 15 to 20 percent of taxable valua- 
tion.“ The Department of Education used the 15 percent limit in computing 
resources available to Louisiana school systems for the status phase report, 
although the 20 percent limit was in effect at the time the report was submitted 
to the United States office of Education on December 31, 1952. The increase 
was noted in the Louisiana report,” but figures on available resources were 
not revised, and the Federal report did not mention the change. 

Data on resources available to 1959-60, based on the 20 percent constitu- 
tional debt limit, were submitted to the United States Office of Education in 
June 1954. In November 1954 Louisiana voters approved a constitutional amend- 
ment raising the limit from 20 to 25 percent.” This change was noted in the 
Louisiana long-range planning report, released in January 1955, but available 
resources were computed on the basis of the 20 percent limit.“ The Attorney 
General has suggested that the 20 percent limit be adhered to in the absence of 
implementing legislation or a supporting court decision.” The limit on school 
bonds has been increased three times in recent years—1948, 1952, and 1954.” 
Thus, for long-range planning to 1959-60, it would have been reasonable for the 
United States Office of Education to have requested submission of revised data 
whenever changes occurred in resources available for school financing. 


DATA ON BONDED DEBT NOT COMPARABLE 


The determination of resources available for school purposes was further 
distorted by the failure to obtain comparable data on outstanding bonded debt. 
For both the status phase and long-range planning reports no attempt was made 
to obtain the debt as of a particular date. Debt figures shown in the status phase 
report were obtained by Louisiana Department of Education personnel in visits 
to the 67 school systems during the 11 months from February through December 
1951, while those shown in the long-range report were obtained during the 18 
months from July 1952 to January 1954. 


4% Thid., p. 27. 

%5 1921 Constitution of the State of Louisiana, article XIV, sec. 14 (f), as amended by 
act rir tP ~ Report of the School Facilities S 3 

ret Progress of the 00 urvey, p. 3. 

271921 Constitution, article XIV, sec. 14 (f), as cmenhed by act 764 of 1954. 

% Second Progress Report of the School Facilities Survey. p. 35, and table IV, pp. 23-25. 

% Opinion of the Attoney General, State of Louisiana, January 20. 1955. The governor 
has recently predicted that the 1955 legislature will pass legislation implementing the 
increase to 25 percen 


Z 
» Act 545 of 1948, act 468 of 1952, and act 764 of 1954, Acts of the Legislature, State 
of Louisiana. 
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The deficiencies in this method as revealed by the long-range report are shown 
in table 2. When the outstanding debt as obtained over the 18-month period is 
compared with the debt at the end of the period, 24 systems show increases total- 
ing $26.3 million, which reduced their needs by that amount. Thirty-seven sys- 
tems show decreases totaling $2.6 million, which increased their available re- 
sources. A net change of $23.7 million occurred in the bonded debt from the date 
the debt of each system was obtained to the end of the period. 

For example, the bonded debt of the East Baton Rouge system at the time of 
the survey visit was approximately $8.5 million. (The Department of Edueation 
has no record of the date of this visit.) By the time the survey visits to the 
67 systems were completed, the East Baton Rouge school debt had increased to 
$21 million. 

Retirement of bonds is another important factor which was not considered 
by the Department of Education in determining the ability of the school systems 
to meet their needs. Effective long-range planning is impossible without bond 
retirement schedules, which permit determination of increases in bonding capacity 
resulting from retirement of previous bond issues. 


LOCAL ABILITY TO MEET SCHOOL NEEDS 


A major factor to be considered in planning to meet school needs is the achieve- 
ment of recent years by Louisiana school systems, without federal or state aid. 
This achievement was emphasized by the State Supervisor of School Housing in 
a recent article: 

“School construction programs have developed at a more accelerated rate than 
ever before; $172,751,922.26 has been expended for school capital outlay pur- 
poses from May 30, 1948, to December 16, 1954. These funds have been used in 
the construction of elementary and high school buildings and facilities throughout 
the State. These buildings and facilities are some of the finest that can be found 
anywhere in the Nation. Also, the amount of funds given does not include any 
other funds from other sources that were used by parish and city school boards 
for developing school facilities.” ™ 

The relatively small increase in needs for the state from 1952 to 1959-60— 
with decreases in almost a third of the systems—as estimated by the Department 
of Education, also indicate that Louisiana has gone a long way in financing 
school construction (see table 3). 

Table 4, prepared by PAR, shows the status of estimated 1959-60 needs, re- 
sources available under the United States Office of Education definition, and 
surpluses or deficits in available resources as of December 1954. Estimated 
needs to September 1959 for the state were $235.6 million. Outstanding bonded 
debt, as obtained by the Department of Education at the time the 1959-60 needs 
were estimated, totaled $132.4 million. Outstanding bonded debt as of December 
31, 1954, computed by the Public Affairs Research Council, was $175.9 million— 
an increase of $46.5 million in the debt of 36 systems. 

Since bonded school debt is incurred for construction needs, the new debt of 
each system represents a like reduction in needs.” Therefore, by the end of 1954 
the estimated needs to 1959-60 should have been reduced to $189.1 million, to 
reflect the net increase in debt of $46.5 million. 

Decreases in the bonded debt of 30 systems reflect increases in their bonding 
capacities. Plaquemines had no debt. 

Total bonding capacity of the systems at the end of 1954, under the 20 percent 
limit, was $541.7 million. After subtracting outstanding bonded debt, the systems 
were shown to have a total available bonding capacity of $365.7 million. When 
this bonding capacity was applied to unmet 1959-60 needs, 49 of the 67 systems 
had $189 million more than enough bonding capacity to meet their needs. By 
the end of 1954, 18 of the systems were about $12.4 million short of bonding 
capacity to meet their 1959-60 needs. 


THE EXPERIENCE OF FIVE SCHOOL SYSTEMS 


From the date on which their needs were estimated, to December 31, 1954, 
five systems appear to have incurred debt to build in excess of their 1959-60 needs 
as estimated by the Department of Education (see table below). It is believed 
that the totals below include only bonded debt issued after the 1959-60 needs 


“™C. BE. Holly, Progress in the Construction of Public School Facilities in Louisiana, 
The Boardman, IX, Nos. 5 and 6 (Jeaeary and February 1955 } 5. 
“The net increase for each system reflects new bonded debt, minus debt retired. 
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were estimated, but again lack of specific dates for the outstanding debt figures 
obtained by the department makes positive determination impossible. 


Needs and newly bonded debt of 5 school systems 


New debt 
|School facilities| bonded since | Surplus of new 


School system | needs to Sep- debt over 
| needs were 
tember 1959 estimated need: 








Cameron 
Evangeline 








6, 318, 000 | 2, 272, 800 





Sources: Data on school facilities needs obtained from records of Louisiana Department of Education 
<i that department’s Second Progress Report of the School Facilities Survey (Baton Rouge, undated), 
table Pp. 23-25 

Data on bonded debt obtained from Smith & Rives. Louisiana Municipal Bond Services, Inc., Compila- 
tion of Louisiana State and Municipal Bonds, 1949 (New Orleans, 1949), pp. 117, 143-146, 151- 133, 204-206, 
244-426: the cumulative 1954 Supplement to the Compilation of Louisiana State and Municipal Bonds 
— Orleans, 1954), pp. 68-69, 80-81, 84-85, 119-120, 144-145; and records of the Secretary of State, State of 
Ouisiana. 


These five systems have either built more elaborate buildings than required 
to meet minimum standards, built beyond their estimated 1959-60 needs, or 
underestimated their needs. If the needs of the five systems were underesti- 
mated by a total of almost $2.3 million, there is a possibility that the needs of 
other systems were not accurately estimated. 


RESOURCES AVAILABLE AFTER 1954 


There has been a steady increase in total assessed valuations of property in 
Louisiana since World War II. The increase in the constitutional limit on school 
bonds, from 20 to 25 percent of assessed valuation, may be implemented by 
legislative action or a court decision. Also, during the next 5 years the systems 
will continue to bond new debt, thus reducing their needs. During the same 
period, the retirement of bonded debt will increase bonding capacities. 

For future guidance of the legislature and the public, the Louisiana Depart- 
ment of Education should keep current data on resources available for financing 
school needs. The figures on estimated school needs to 1959-60 should be re- 
duced annually by the amount of new debt incurred. The department should 
then ascertain what resources are available to meet the adjusted needs, on the 
basis of the latest assessed valuation, the existing limit on bonded debt for school 
capital outlay, and outstanding bonded debt. Retirement schedules for all school 
bond issues should be considered in planning for future capital expenditures. 

The department of Education is aware that many of the school systems have 
already met their needs to 1959-60, as evidenced by the following statement in 
the Louisiana long-range planning report : 

“The reader should bear in mind that many of the building needs indicated in 
the tables of this report have been met already in certain parish and city systems. 
This study was made over a 3-year period, and during this period school plant 
construction has been accelerated. A number of planning areas, prior to and 
during the time that the data were being compiled for the second phase of the 
school facilities survey, had voted sufficient funds and were in the process of 
constructing needed school facilities. In other words, it is entircly possible for 
a school system to show a need for expanded facilities in the second phase of 
the survey, when actually most of these needs have been met already. It should 
be remembered that the figures contained in this report have been projected from 
1952 to 1959-60.” * 

However, the determination of school needs and resources must be more spe- 
cific and up-to-date than indicated in the above quotation. This is particularly 
true if the findings are to be used currently as a basis for deciding whether Fed- 
eral or State aid is necessary for school construction. 


% Second Progress Report of the School Facilities Survey, p, 32. Italics supplied. 
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CONCLUSION 


The necessity for continued construction of school facilities in Louisiana is 
not questioned in this report. Serious questions are raised, however, as to the 
use of the United States school facilities survey as a reliable guide for formulat- 
ing policy and planning expenditures. 

In its definition of “available resources” the United States Office of Education 
does not give proper weight to the actual ability of various States to meet their 
school needs. 

In the measurement of Louisiana’s ability to meet its future needs by local 
financing, adequate consideration has not been given to: (1) the upward trend 
in property assessments on which taxes can be collected for school purposes; 
(2) the possible increases in bonding capacity of local school systems through 
higher bond limits and the liquidation of bonds in future years; and (3) using 
comparable data on local achievements as reflected in bond issues for capital 
outlay. 

The findings of the school facilities survey have been used to support proposals 
which are apparently designed to change the traditional financing of public edu- 
cation in America. The decision as to whether schools should be financed by 
local revenue with local control, by State reyenue with State control, or by Fed- 
eral revenue with Federal control should be based only on souild aSSiimptions 
and data. 
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TABLE 2.—Comparison of bonded debt of Louisiana school systems: 


FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 


(1) As of 


Jan. 1, 1954,’ (2) as gathered over period from July 1952 to January 195) ° 
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TaBLB 8.—Comparison of total school faciilties needs, September 1952 and 
September 1951* 
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Mr. Sremren. As to one figure, for example, the United States Office 
of Education reported available resources in Louisiana as of Septem- 
ber 1952, this based on the 15-percent limitation, at $156 million. The 
figure submitted by the Louisiana Department of Education, which 
is the group that made the study for the United States Office, was 
$219 million, approximately $62 million more than the United States 
Office of Education sananted. , 

I think we should ask the United States Office of Education. why 
they reported that figure. We have found some reason for it, but | 
think that it would not stand very strong tests. 

There is another question about the survey generally now, and that 
is that the 1959-60 classroom shortage in the Nation was estimated 
at 470,000 classrooms by the United States Office of Education as re- 
cently as September 1954. We have also heard the figure of 407,000, 
and another figure of 476,000. But now we find that that very same 
agency has cut that estimate to 176,000 classrooms. 

These changing estimates thus present a confused picture of the 
national classroom shortage. 

I want to get at three other criticisms of the survey. This state- 
ment is directed, secondly, at the method established for collecting 
data on available resources in Louisiana, methods which were fol- 
lowed by the Louisiana Department of Education in agreement with 
the United States Office of Education. 

To estimate available resources for long-range planning, 1953 
assessed valuations were “projected” without change to 1959-60. This 
average increase in assessments was 72.4 percent in Louisiana during 
the period 1945 through 1954. Ignoring this significant increase arbi- 
trarily narrowed the base upon which future ability to finance school 
needs was determined. 

At this point I might point out for your benefit that there are only 
67 school districts in Louisiana. Those are the 64 parishes or counties 
and 3 city school systems. So we have only 67 districts. 

Mr. Warnwrieut. What are those three cities? 

Mr. Strermext. Monroe in Ouachita Parish, Lake Charles in Cal- 
casieu Parish, and Bogalusa in Washington Parish. They are in- 
cluded on these tables separately. 

Every one of the parishes, or every one of the 67 school districts 
showed an increase during the 9-year period in assessed valuation. The 
increases from 21 percent in one of the very poor parishes and smaller 
ones to 284 percent, and yet the United States Office of Education and 
the Louisiana Department of Education saw fit not to project that 
trend toward 1959, and thus they cut their level off at 1953. 

To show you just what happened in 1 year, 1954 assessments in- 
creased 4.6 percent over 1953 on which all of this is going to be based 
from now on. So you see our needs are so much greater than our 
resources according to a certain legalistic formula that was set down 
in this instruction sheet. 

Mr. Ex.iorr. Let me ask Mr. Steimel a question there. 

Suppose you project these assessments in the light of their historical 
projection from 1945 to 1954 to 1959-60. What would have been the 
difference in Louisiana’s ability to take care of her unmet need and 
what the United States Office of Education found ? 

Mr. Stemen. We didn’t make a projection. We only said that it 
should have been made. You can see roughly that if the same trend 
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continued for the next 5 years as did continue for, say, the previous 9 
that it would be, instead of 72 percent for 9, maybe around 35 or 40 
percent increase in assessed valuation if the trend were projected. It 
would mean an increase in the resources roughly of 35 to 40 percent 
over what presently were reported. 

Mr. Ex.iorr. But you don’t know what that would figure out? 

Mr. Srermmet. I don’t need to. I don’t think we need to do that. I 
believe that the figures for Louisiana are in pretty good shape any- 
way. 

We go on to the next point. 

For the status phase report of the United States Office of Educa- 
tion, the bonding capacity of Louisiana school systems was based on 
a debt limit of 15 percent. The limit had been raised to 20 percent 
by the time the Louisiana report was submitted December 31, 1952. 
That limit was raised to 20 percent on November 4, 1952. Yet it was 
not included in the report and it would have been a simple matter of 
67 computations to have considered that at that time. 

Mr. Ex.iorr. What is your assessment rate in Louisiana ? 

Mr. Sremen. That is an impossible question. We are attempting 
to make a study of that. It probably will take us 5 years to do it. 
But it is an impossible question to answer what the assessment rate is. 
It is supposed to be at 100 percent of value. 

I know that in some cases it is as low as 10 and 15 and 20 or 30. It 
just changes. I don’t know how you could answer that question. 

In November 1954 Louisiana citizens approved a constitutional 
amendment raising the limit to 25 percent. They have had three 
raises. In 1948 it went from 10 to 15; in 1952 it went from 15 to 20; 
and in 1954 up to 25. There was one slight hitch there. The legisla- 
ture failed to pass enabling legislation to put that amendment into 
force, but we are having a session beginning May 9 at which time I am 
sure they probably will put it into effect. Actually the attorney 
general doubts that implementing legislation would be necessary be- 
cause constitutional amendments are first passed by the legislature, 
then by the people, and this 25 percent limitation has been approved. 

This potential increase in bonding capacity has not been considered 
in the computation of available resources for long-range planning. 

One further comment or criticism. 

The Louisiana Department of Education gathered data on bonded 
debt for 67 school systems over an 18-month period, and, as a result, 
debt was understated by $26.3 million, and needs overstated by the 
sume amount as of the end of the period. 

In its-long-range projections the Louisiana department also failed 
to consider the effect of bond retirement on available resources. For 
example, during the 18-month period 37 systems retired $2.6 million 
in bonds. They collected the debt. In some of the parishes they col- 
lected the debt as early as July of 1952, and, in others, on through the 
various months up until January 1954. All that would have had to 
be done would have been to call the secretary of state’s office to have 
gotten the information as of any given date. 

But the figure as presented on the outstanding debt in Louisiana 
contained in the United States Office of Education report does not 
mean a thing. You canot say when that debt applied in any given 
place. In fact, you cannot even find the date when the debt was secured 
in a given parish in many instances. 
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Mr. Exxtorr. Does your statement have the correct figure for any 
given date? 

Mr. Srerme.. It is open to any question. It came from the official 
records of the Secretary of State, and we have every statement in our 
report footnoted and documented, and we would be glad to have it 
compared with the United States Office of Education report. 

Mr. Extiorr. I say, Mr. Steimel, does your report have the correct 
figure of indebtedness for given debts ? 

Mr. Srermet. Yes, sir. 

Mr. Exxiorr. I have not had time to read your report, and I’m try- 
ing follow you without reading it, because I can follow you more 
closely. 

aie, Seeniaet If you will refer to the table, you will see them. You 
will note on table 2, the bonded school debt as of January 1954 as col- 
lected by us. The next column shows, July 1952 to January 1954, the 
debt as collected in the School Facilities Survey . You see the com- 
parison and the differences there, and the total difference at the bottom 
of that table. 

I would like to have a word or two on the State’s ability to meet its 
school construction needs. 

As to some of the recent progress, from 1948 to 1954 Louisiana spent 
$172 million for construction, of its own money. The needs from now, 
1955 to 1959, are $189 million net as reported by the United States 
Office of Education. That is not the figure that they report; this isa 
net figure allowing for additional bonds that have been issued since 
the date of their report. So this is a net figure taking their figure for 
needs, $189 million net. 

Our resources as of this same date are $365 million. So you have 
$189 million net and $365 million resources. That is figuring the 20 
percent bond limitation. You remember we got a constitutional 
amendment approving it at 25 percent. It needs implementing legis- 
lation possibly. That is a surplus of $189 million over needs as stated 
by the United States Office of Education in 49 of the 67 systems, and 
deficits of only $12 million in 18 of the systems. Remember this is 
still under the 20 percent limitation. If you want to apply the 25 
percent limitation you can cut the total deficit in these systems to $6.4 
million and reduce the number of systems to only 8. That again is 
not even considering the increase in assessed valuation year after year. 
This is still considering the 1953 level of assessed valuation right on 
through. 

Five systems also have built in excess of their 1959-60 needs. Thatis 
as stated by the United States Office of Education report, five systems 
have built in excess. I won’t explain why. I don’t think I can ex- 
plain why. But they have spent more money, let us say, than the 
report says they needed until 1959-60. 

I believe the people have shown, too, that they will increase their 
constitutional debt limit in Louisiana any time that it is needed, as 
they have done in 1948, 1952, and 1954. 

There are these deficiencies that I think should seriously be con- 
sidered by this committee not only as it applies to Louisiana but at 
least to look at it in the other States before any further consideration is 
given to any proposals for changing the present system of financing 
school construction or school operation in America. 
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I am not here, as I said, opposing Federal aid, and I will not state a 
position for or against it. 

This is the end of my statement. 

Mr. Ketiey. Are there any questions ? 

Mr. SmirH. No questions. 

Mr. Ketiey. Thank you very much. 

Mr. Sterment. Thank you, Mr. Chairman. 

Mr. Ketter. Mr. Robert Armstrong. 


STATEMENT OF ROBERT M. ARMSTRONG, EXECUTIVE DIRECTOR, 
NEBRASKA CITIZENS COUNCIL, INC., LINCOLN, NEBR. 


Mr. Armstronc. Mr. Chairman and gentlemen of the committee, 
I wish to express my thanks and appreciation for your patience in 
hearing so many witnesses under the limitations of time which you 
have. My statement has been filed. 

Mr. Ketiey. Will you give your name, Mr. Armstrong. 

Mr. Armstrone. Robert M. Armstrong of Lincoln, Nebr., executive 
director of the Nebraska Citizens Council, Inc., which is a nonprofit 
and nonpolitical tax research organization operating on a statewide 
basis. 

Our objects and purposes are to aid and assist the governmental 
officials, legislative bodies on the local level as well as the State, to 
accomplish a more efficient operation of necessary governmental serv- 
ices, and, in doing this, to provide information to the people of the 
State, the citizens and taxpayers of the State about how our govern- 
ment, local and State, operates, and methods by which it might be 
done more efficiently. 

I should like to, of course, include my statement filed with the com- 
mittee as a matter of record. 

Mr. Ketter. Very well. 

(The statement referred to follows :) 


PREPARED STATEMENT OF ROBERT M. ARMSTRONG, EXECUTIVE DIRECTOR, NEBRASKA 
CiTIzENS CoUNCIL, INC., LINCOLN, NEBR. 


Shairman Barden and members of the committee; Nebraska is primarily an 
agricultural State, and ranks among the highest in the production of beef, pork, 
and grain. Its industries are principally engaged in the processing of foods and 
the manufacturing of other products allied with agriculture. With a relatively 
large area, our population is dispersed and is not concentrated except in about 
30 principal communities. Notwithstanding the fact that we are a small State 
in population and wealth compared with some of the others, our contribution 
to the cost of Federal Government takes approximately three-fourths of all 
direct taxes paid by our citizens, leaving only about 25 to 30 percent for the oper- 
ation of State and local government. 

Nebraska government has always lived within its means. Deficit spending 
is unknown and is not permitted by law. Our State and local taxes do not 
require an excessive amount of our income because our people are strong 
believers in local control of our governmental activities and services. 

When it comes to the cost of Federal Government, we experience a feeling of 
futility and frustration because it is so far away from us. We do not believe 
the Federal Government can take our money and accomplish more than we can 
perform within our own State at a lower cost for the same quality of service. 

As an example of the policy I refer to—in Nebraska we built a magnificent 
State capitol building a number of years ago at a cost of $10 million which was 
entirely paid for when the job was completed. During the past 7 years the 
State has erected many new hospitals, penal buildings, and buildings for the 
State university and teachers colleges representing an expenditure of more than 
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$25 million; all of which was paid for as the buildings were erected. Our State 
constitution does not permit bonded indebtedness for direct State governmenta] 
purposes and the policy has always been to operate on a pay-as-you-go basis, 

The provisions for financing local government enterprises through tax levies 
and/or bonding operations are liberal but there have been no excesses in this 
regard, as my subsequent statement regarding the resources for school buildings 
will demonstrate. In short, there is no crisis and no need for Federal aid to 
finance the needs of Nebraska school districts for plants and facilities. 


THE FEDERAL SURVEY REGARDING SCHOOL FACILITIES AND NEEDS DOES NOT SHOW THE 
TRUE SITUATION IN NEBRASKA 


The survey says that Nebraska’s needs for capital outlay are $136,923,000 
(table 41, p. 138). These needs are broken down as follows (table 42, p. 139) : 


Remodeling 
New construction 


The Federal Survey as reported by the Commissioner of Education in 1953 is 
apparently based upon a standard of criteria which is wholly inapplicable to the 
status and organization of the schools as they exist in Nebraska. The report of 
the status phase by the Commissioner (table 32, p. 129) relating to the size of 
school plants by States shows that 79 percent of the school plants in Nebraska 
are 1-room, 5.75 percent are 2- or 3-room plants, and only 7.66 percent are school 
plants with 7 to 13 rooms. 

This can be understood better when you are informed of the fact that in 1953 
Nebraska had a total of 6,308 school districts of which about 85 percent were 
rural elementary schools with only 454 city and village school districts. The 
remainder included 32 countrywide and rural high-school districts, and over 1,700 
districts which were not operating but which were contracting with other dis- 
tricts for the education of their children. The public-school system of Nebraska 
is divided into six classes of districts as follows: 


Classification of public-school districts in Nebraska 


Class 1: Districts maintaining only elementary grades___..........-.. 5, 820 
Class 2: Districts under 1,000 population maintaining elementary and 
high school grades 
Class 3: Districts of 1,000 to 50,000 population maintaining elementary 
and high school grades 
Class 4: (Lincoln only) Districts of 50,000 to 150,000 population main- 
taining elementary and high school grades 
Class 5: (Omaha only) Districts of 150,000 or more population maintain- 
ing elementary and high school grades 
Class 6: Districts which are organized to maintain high school grades 





In the status phase report of the survey (table 38, p. 135) the plants of various 
States are rated as “satisfactory,” “fair,” and “unsatisfactory.” The survey 
lists only 1.22 percent of the Nebraska school plants as “satisfactory”; 33.43 
percent as “fair”; and 65.35 percent as “unsatisfactory.” Obviously this is un- 
true. In addition to many reasons for the erroneous statements in the survey 
there are two significant explanations : 

(1) More than 80 percent of the school plants referred to are rural elementary 
schoolhouses. In these districts more than 1,800 are closed and the district is 
contracting for the instruction of its pupils. Obviously the plumbing facilities, 
the heating, and the lighting arrangements of the little country schoolhouse could 
not possibly measure up to the standards used for rating a modern school building 
as “satisfactory.” This is true even though the country schools did take advan- 
tage of WPA amateur carpentry in the 1930’s. 

(2) The school buildings and plants which would normally be judged by the 
criteria alleged to have been used in this survey are limited in Nebraska to 130 
districts organized as class 3, 4, and 5 districts. There is only one class 5 district 
in the State; that is the metropolitan city of Omaha. There is only one class 4 
district in the State; that is the capital city of Lincoln. The remaining 128 class 
3 districts are the principal cities and towns in the State. 
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Thus we see that these school plants in the 130 principal cities and towns com- 
prise only 2 percent of the total school districts of the State and which are ap- 
parently included in the statistical report of the survey mentioned above. Thus 
it appears that when we eliminate the little white country schoolhouses prac- 
tically all of the other school plants rated in the survey would be classed as 
“satisfactory” or “fair.” 

ENROLLMENT 


After charting the birth rate and the trend of increase for the entire United 
States as a whole, the survey comes up with an estimate of actual and estimated 
enrollment in the public schools of the continental United States (table I) on p. 
12). Projected through 1958, the survey indicates that the enrollment will have 
increased 133.8 percent over the 1950-51 enrollment. Apparently the estimate 
of the “needs” for Nebraska were based upon the foregoing or a similar projection 
estimate of enrollment. 

Now, the facts are that in Nebraska the enrollment from the known figures in 
1950-51 and subsequent years, projected to 1957-58 by the research department 
in the office of the commissioner of education for Nebraska shows an increase for 
the same period of 17 percent as contrasted to the 133 percent shown in the 
survey. (See exhibit I attached.) 

There is a reason for the difference in the estimated enrollment made by the 
survey and the estimate made by our own commissioner of education. I quote 
from the report of the State department of education dated January 1954 in 
which it is said that the total enrollment in all public elementary schools in 1952- 
53 exceeded that of 1947-48 by more than 21,000. Of this number 20,732 were 
found in the city and village elementary schools. Over 15,900 of the gain was in 
29 of Nebraska’s city school districts. (Those having a school census of 1,000 or 
more.) Thus it will be seen that more than three-fourths of the total gain in 
enrollment occurred in only 29 of the city districts of the State. 


THE NEBRASKA SCHOOL SYSTEM IS FULLY MEETING ITS BUILDING NEEDS LOCALLY 


The commissioner of education, in the annual report of the department of edu- 
cation dated January 1, 1954, states: 

“Improvement in school-plant facilities continues to be an item of major con- 
cern to Nebraska communities. Advisory assistance to school administrators 
and boards of education, particularly in analyzing and solving school-plant prob- 
lems, is provided by the State department of public instruction in cooperation 
with the Teachers College of the University of Nebraska. 

“* * * the department assists county superintendents, town and city school 
administrators, and boards of education in problems relating to: (1) general 
maintenance and custodial care of school plants; * * * (4) the survey of school- 
plant facilities; (5) procedures for organizing building programs; (6) the 
financing of building programs; (7) the developing and interpreting of educa- 
tional specifications for the architect employed by the local board of educa- 
tion * * *, 

“During ‘the 1952-53 school year, 36 Nebraska public-school boards of educa- 
tion. requested school-plant surveys. In addition, the department provided ad- 
visory services to boards of education and school administrators in organizing 
bond campaigns, approving architects’ plans, and selecting furniture and equip- 
ment. 

“Thirty-one bond issues totaling $6,111,500 were passed by local school dis- 
tricts, while 4 bond issues totaling $1,548,000 failed during the same period. 
Three of the bond issues which failed occurred during the month of June. 
Nebraska children entered 147 new elementary classrooms and 75 new secondary 
classrooms which cost approximately $8 million. In addition, 13 gymnasium- 
auditoriums were placed in use during the school year. 

“* * * The need for additional classrooms continues to lag in the major city 
school systems. This, in part is due to Federal activity associated with airbases 
and ordnance plants.” 

Please examine exhibit II, attached, which is an outline map of the State 
showing the public-school building projects completed since 1945, projects pro- 
posed or under construction in 1953, and additional facilities proposed or under 
construction. It will be noted that all of the building projects shown on the 
exhibit blanket the State and include every large center of pepulation. 
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In addition to the school-building projects mentioned above as shown an, the 
map (exhibit IL), the two largest cities in the State (Omaha and Lincolr) gre 
fully meeting the tremendous increase in school enrollment and building needs. 

The school district in the metropolitan city of Omaha has retired all of its 
outstanding bonded indebtedness and is constructing school plants at the rate of 
about two buildings each year. This is being done on pay-as-you-go basis through 
the use of its site and building fund which is derived from an annual mill levy, 

The school district in the city of Lincoln is faced with a very rapid increase in 
enrollment due to a heavy increase in population and to the reactivation of the 
airbase which is one of those in the Strategic Air Command. This district, in 
1953, provided $6 million in bonds which has been used for the construction of 
many classrooms and numerous other auxiliary plants for the school system. The 
remainder of this bond issue is being used in the construction of 84 new class- 
rooms, all of which will be available for the 1955-56 school year. 

In the spring of 1955 the people of the City of Lincoln School District approved 
a further bond issue of $10 million to provide an additional 300 classroom units. 
This is a long-range program adequate for the projected needs of the Lincoln 
schools at least through 1960. 


FEDERAL AID FOR DISTRICTS WHERE ENROLLMENT INCREASED BY FEDERAL ACTIVITIES 
AND INSTALLATIONS 


The only type of Federal aid that we Nebraskans feel we are entitled to for 
school purposes is that provided under Public Law 874 and Public Law 815. The 
local communities are entitled to financial assistance from the Federal Govern- 
ment because of the heavy increase in school enrollment caused by Federal activ- 
ities and installations in such districts. 

In 1952-53, 51 Nebraska schools qualified for Federal assistance under the 
provisions of Public Law 874 and received a total of $596,391. That represented 
approximately 9 percent of the total current expenditures of those districts. 
Since the enactment of Public Law 815 (1951-52) 9 Nebraska school districts qual- 


ified for entitlements totaling $1,433,184. This assisted in the construction of 
school facilities. 


THE POTENTIAL AVAILABLE RESOURCES OF NEBRASKA SCHOOL DISTRICTS ARE PAR 
GREATER THAN THE ESTIMATED NEEDS ASSUMED IN THE FEDERAL SURVEY 


For the purpose of comparing resources to needs we separate the rural districts 
from the city and village districts. There are 93 counties in Nebraska. 


Rural districts 


As of January 1954 the rural elementary districts in 75 counties had no out- 
standing bonded indebtedness. In the remaining 18 counties with an aggregate 
assessed valuation of $329.5 million, the outstanding bonds were $1.5 million. 
This is an average of 0.45 of 1 percent of assessed valuation for tax purposes in 
those counties. The lowest 2 counties had only one one-hundredth of 1 percent, 
and the highest county had 1.82 percent of its assessed valuation. Only 3 coun- 


ties had rural-school bonds outstanding for more than 1 percent of their assessed 
valuation. 


City and village districts 


Among the city and village districts, in 75 counties, with an aggregate assessed 
valuation of $1.5 billion, the amount of outstanding bonds at the end of the year 
1952-53 was $37.4 million. This is an average of 2.5 percent of the assessed 
valuation of the districts in those counties. The districts in the remaining 18 
counties have no outstanding indebtedness. Thirty of the seventy-five counties 
had high-school districts with a bonded debt of less than 1 percent. Thirty-two 
counties had between 1 percent and 5 percent. Of the remaining 13 counties, 
their high-school districts ranged from 5.48 percent to 13.1 percent which was 
the highest of all. The lowest county was 0.04 of 1 percent. 

A reference to exhibit III shows the record of the percentage of school debt 
to taxable school property for all districts from 1929 through 1953. It will be 
noted that in 1953 the assessed value of the taxable property of the State liable 
for school taxes was $3,370,822,638; that the school debt as reported by the 
Nebraska school districts at the end of 1953 was $37,971,548.96; and that the 
total debt for all the school districts of the State amounted to 1.126 percent of 
the taxable value of the property. 
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Unlike some States, there is very little restriction on the amount of indebted- 
ness which Nebraska school districtS may inttr provided they follow the statutory 
requirements by submitting the questions to the voters of the district. 

In class 1 and class 2 (elementary and districts under 1,000 population) the 
people may authorize a tax levy for building purposes up to 5 mills on the assessed 
valuation for a stated period of years when authorized by a vote of 55 percent. 
The only limitation to the amount of such a levy is that the total amount voted 
shall not exceed 5 percent of the actual valuation of the district. 

In class 3 and 4 districts there is no limitation upon the amount of bonds which 
may be issued or taxes that may be levied for the retirement of the same, except 
of course the good judgment and the action of the people themselves. 

In class 5 districts (Omaha) there is no debt limit except that the maximum 
annual levy for debt service and acquiring sites for the erection of buildings may 
not exceed 5 mills on the assessed valuation annually. 


AMOUNT OF SCHOOL DEBT EXPRESSED AS PERCENT OF THE ASSESSED VALUE OF 
PROPERTY FOR INDIVIDUAL DISTRICTS 


We earlier pointed out that the only increase in enrollment for Nebraska, and 
the only need for additional school facilities, exists in only 30 districts of the 
State which are the principal cities and towns. Exhibit IV includes school 
districts having a school census above 1,000 and shows the percentage of debt 
to the assessed value of property in the district. We find that there are only 30 
such districts; that 1 district with the highest debt is 13.1 percent of the assessed 
value, and that approximately one-half of the districts have less than 4 percent 
of debt in relation to the assessed value of property. 

The most significant fact about the ability of Nebraska school districts is that 
if we assume that they need to expend the $137 million recommended, it would 
only amount to 4.1 percent of the taxable value of the property in the State. 
When we consider that all of the rural districts average less than 1 percent 
and all of the city and village districts average about 2.5 percent, no further 
argument is required to demonstrate that Nebraska is able to meet the cost of 
any needs which may arise in the future. 


CONCLUSION 


We think we have demonstrated that Nebraska does not need and could not use 
any Federal aid for the construction of school plants and facilities. We further 
state that we believe it is unfair to collect Federal taxes from our fellow citizens 
in Nebraska who have already taxed themselves to construct new school plants 
and facilities in order to provide revenue that will be handed over to another 
school district in Nebraska to pay approximately one-half the cost of their new 
school building. In other words, it would be unfair to tax those who have 
been progressive in meeting their school needs in order to pay the slow districts 
in some other communities of Nebraska who have been backward in building their 
school plants. 

The same reasoning applies to other States in the Union. Nebraskans are 
always ready and willing to contribute, and have contributed generously, to meet 
all major and world emergencies in the matter of human welfare and suffering ; 
but we believe that the management, control, and financing of our schools is 
one matter which should be done by the people in the local communities them- 
selves and at least within our own State. 

Our educators and public officials, and the people generally, abhor Federal 
control of their activities. They have been forced to yield in the matter of 
publie roads, public assistance, and many other categories of Federal handouts. 
We here and now draw a line across which we say you shall not encroach fur- 
ther, particularly in the field of education. We know that eventually, if not at 
the beginning, standards of construction, and later, standards for curricula, 
administration, and certification of our schools will be dictated by the Govern- 
ment which hands out the money to pay the cost. 

Our State officials, the members of our legislature, the members of our State 
boar of education, and our commissioner of education have publicly expressed 
themselves as opposed to the principle of Federal handouts for education, largely 
because of their fear of encroachment upon the administration and operation 
of our public schools. This, they say, is entirely a matter of State and local 
control. 
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Therefore, we ask that the Congress do not exact the present various proposals 
for Federal aid to schools. 
Exureir I 


Predicted enrollments in all grades of Nebraska public schools 


Predicted Predicted 
enrollment 





1957-58 Lice 274, 235 
Percent of increase 1957-58 
over 1950-51__.. 


Source: Nebraska State Department of Education. 
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ExurirT III 
Value of property, 1929-39; school debt, 1952-53—Nebraska 





Value of tax- 


able property ! School debt ? 
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value of || 


taxable 


property || 


Value of tax- 


Year School debt ? 
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Percent 
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debt is of 
value of 
taxable 
Property 
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| 3,007,581, 740| 20, 355, 687.58) 
3, 087, 816, 140) 30, 850, 045. 25) 
3, 870, 822, 638) 37, 971, 548. 06 


| 1951-52... 
1952-53... 


31 
30 
| 30, 
| BO, 
| 28, 
| 30 
26, 
26, 


228882 
ESESSESE 


1, 949, 775, 725 


! As reported by the Nebraska Tax Commission. 
2 As reported by the Nebraska school districts. 


Source: Nebraska State Department of Education. 





ExHIsitT IV 


Amount of school debt expressed as percent of assessed value of property in the 
district—1953-—54 annual reports 
[School districts having school census above 1,000] 
Percent debt is of assessed 


value of property in the 
district—Continued 


Percent debt is of assessed 
value of property in the 
district : 

13.1 to 14 
12.1 to 13 
11.1 to 12 
10.1 to 11 
9.1 to 10 


Number 
of schools 


Number 
of schools 





Source: Nebraska State Department of Education. 


Mr. Armstrong. I shall attempt to make this as brief as possible by 
referring only to some of the main points in the situation as it deals 
with Nebraska. We leave it to other witnesses to point out the condi- 
tions that may exist in the larger area of the entire United States and 
confine it mostly to our position and our situation in Nebraska. 

Nebraska is primarily an agricultural State and ranks among the 
highest of the States in production of beef, pork and grain. Its in- 
dustries are principally engaged in the processing of foods and the 
manufacturing of other products allied with agriculture. 

With a relatively large area, our population is disbursed and is not 
concentrated except in about 30 principal communities. 

Now Nebraska government has always been somewhat different from 
some of the larger and more populous industrial States. Our govern- 
ment has always lived within its means. Deficit spending is unknown 
and is not permitted by law. Our State and local taxes do not require 
an excessive amount of our income because our people are strong be- 
lievers in local control of our governmental activities and servces. 
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The provisions in Nebraska for financing local government enter- 
prises through tax levies and/or bonding operations are liberal, but 
there have been no excesses in this regard as my subsequent statement 
regarding the resources for schoo] building will demonstrate. 

In short, there is no crisis and no need for Federal aid to finance 
the needs of Nebraska school districts for plants and facilities. 

The Federal survey, referred to frequently in the testimony here 
regarding the school facilities and the needs, does not show the true 
situation in Nebraska. The survey says that Nebraska’s needs for 
capital outlay are $136,923,000, referring to table 41 at page 138 of 
the survey. These needs are broken down as follows, as shown on 
Table 42, page 139: 

For remodeling, $4,200,000 ; for new construction, $130,298,000; for 
sites, $1,895,000; and for school buses for transportation, $530,000, 
making a total of needs as shown by the survey. 

This survey is apparently based upon a standard of criteria used, as 
I understand it, in all of the States where the surveys and reports were 
made, and the standard of criteria is wholly inapplicable to the status 
and organization of the schools as they exist in Nebraska. 

The report of the status phase by the Commissioner on table 32, 
page 129, relating to the size of school plants by States, shows that 
79 percent of the school plants in Nebraska are 1 room, 5.75 percent 
are 2- or 3-room plants, and only 7.66 percent are school plants with 
7 to 13 reoms. The remaining 8 or 10 percent of the entire lot would 
be, of course, devoted to the larger units rather than 7 to 13 rooms. 

This situation can be understood better than you are informed of 
the fact that in 1953, the time this survey was completed, Nebrask: 
had a total of 6,308 school districts, of which about 85 percent were 
rural elementary schools, while only 454 were city and village school 
districts. The remainder included 32 countywide and rural high- 
school districts, and over 1,700 districts which were not operating but 
which were contracting with other districts for the education of their 
children. 

The public school system of Nebraska is divided into 6 classes of 
districts. 

Class 1, districts maintaining only elementary grades, 5,820 dis- 
tricts 5 

Class 2, districts under 1,000 population maintaining elementary 
and high-school grades in communities or incorporated towns of under 
1,000 population, of which there were 326 ; 

Class 3, districts including the population from 1,000 to 50,000 
maintaining both elementary and high schools, 128 such districts; 

Class 4, only 1, the capital city of Lincoln, a population of 50,000 
to 150,000 ; 

Class 5, districts of 150,000 or more, the city of Omaha, only one such 
district in the State; 

And then the class 6 districts, those organized to maintain high- 
school ae only such as I have mentioned, the countywide rural 
high-school districts, of which there were 32. 

In this report of this survey the plants were rated as “satisfactory, 
fair and unsatisfactory.” The survey lists only 1.22 percent of the 
Nebraska school plants as “satisfactory,” 33.43 percent as “fair,” and 
65.35 percent as “unsatisfactory.” This would appear to show a very 
high percentage of unsatisfactory school plants. 

59521—55—pt. 2—25 
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Obviously, this condition is not correct. 

In addition to many other reasons for this erroneous statement in 
the survey there are 2 significant explanations: 1, more than 80 per- 
cent of the school plants referred to are rural elementary school- 
houses. More than 1,800 of these are closed ; 1,708, as I said, are con- 
tracting, and the remainder of the districts are not operating because 
they have no children and are not even contracting. 

bviously, the plumbing facilities, the heating, and the lighting 
arrangements of the little country schoolhouse out in the Nebraska 
prairies in the farming areas could not possibly measure up to the 
standards used for rating a modern school building as satisfactory in 
the sense of modern plumbing facilities and all the other features, 
even though the country schools did take advantage of the WPA pro- 
vision for plumbing and other facilities during the thirties. 

The second reason is that the school buildings and plants which 
would normally be judged by the criteria alleged to have been used 
in this survey are limited in Nebraska to 130 districts. There is only, 
as I said, 1 class 5 district, and there is only 1 class 4 district in the 
State. Those are the metropolitan cities of Omaha and Lincoln. 
Thus, the remaining 128 are class 3 districts located in the principal 
cities and towns of the State. 

Now when you realize that that is only about 2 percent of the total 
number of school districts in the State, then we could begin to under- 
stand and look behind the apparently tremendous amount of unsatis- 
factory school districts and find that that condition does not apply. 

A word about enrollment. 

The survey shows that projected through 1958 the enrollment on the 
national level, which is presumed to be, I suppose, a cross-section of 
the entire country, has increased 133 percent in 1958, or will have in- 
creased 133 percent over the 1950-51 enrollment. The facts are that 
in Nebraska the enrollment from the known figures in 1950 and 1951 
and the subsequent years projected through 1957-58 by the research 
department in the office of the commissioner of education for Nebraska 
shows an increase for the same period of 17 percent as contrasted to 
the 133 percent enrollment increase shown nationally. 

I would like the committee, at their leisure, to refer to exhibit I 
which contains the documented report of our department of public in- 
struction in which we have shown the known enrollment for each of 
the a and the projected enrollment, and the percent, as I have 
stated. 

There is a reason for the difference in the estimated enrollment made 
by the survey and the estimate made by our commissioner of educa- 
tion. I quote from the report of the State department of education, 
dated January 1954, in which it is said that the total enrollment in 
all public elementary schools in 1952-53 exceeded that of 1947-48 by 
more than 21,000. Of this number, 20,732 were found in the city and 
village elementary schools. Over 15,900 of the gain was in 29 of 
Nebraska city school districts—those having a school census of 1,000 
or more. 

Thus it will be seen that more than three-fourths of the total gain in 
enrollment occurred in only 29 of the city districts of the State. 

I would like to quote again, page 6 of the statement, the report of 
our commissioner of education to the department, dated January 1, 
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1954, in which he recites the things that the Nebraska Department of 
Public Education is doing to meet the certainly increased enrollment 
in these certain concentrated centers of increased birth rate and in- 
creased population. 

The department has furnished advisory assistance to the school ad- 
ministrators and the boards of education in analyzing and solving 
their school plant problems. 


The Department assists county superintendents, town and city school adminis- 
trators, and boards of education in problems relating to (1) general maintenance 
and custodial care of school plants, * * * (4) the survey of school plant facili- 
ties, (5) procedures for organizing building programs, (6) the financing of build- 
ing programs, (7) the developing and interpreting of educational specifications 
for the architect employed by the local Board of Education * * *, 

During the 1952-53 school year 36 Nebraska public school boards of education 
requested school plant surveys. In addition, the Department provided advisory 
services to boards of education and school administrators in organizing bond 
campaigns, approving architects’ plans and selecting furniture and equipment. 


In this same year in the same report the Commissioner said that: 


Thirty-one bond issues totaling $6,111,500 were passed by local school districts, 
while 4 bond issues totaling $1,548,000 failed during the same period. 


He says: 
Nebraska children entered 147 new elementary classrooms and 75 new second- 


ary classrooms, which cost approximately $8 million. In addition, 13 gymna- 
sium-auditoriums were placed in use during the school year. 


Now the commissioner of education in Nebraska states that: 


The need for additional classrooms continues to lag in the major city school 


systems. This, in part, is due to Federal activity associated with airbases and 
ordnance plants. 


If the committee will examine exhibit II attached to my statement 
you will see a reproduction of the map prepared by the commissioner 
of education for Nebraska showing the status of the construction of 
plant and school buildings and projects from 1945 through 1953, and 
it will be noted that they a etely cover the State geographically, 


quite uniformly dispersed in all of the principal cities and towns that 
have either completed or were in the process of building their plants, 
their school buildings, and other facilities in all of the principal cities 
and towns of the State. 

Now I would like to say just a word about the two centers of popula- 
tion, the metropolitan city of Omaha and Lincoln. 

The school district in the metropolitan city of Omaha has retired 
all of its outstanding bonded indebtedness, and is now constructing 
school plants at the rate of about two buildings each year. This is 
being done on a pay-as-you-go basis through the use of its site and 
building fund which is derived from an annual mill levy upon their 
assessed taxable property of the district, which is the entire city of 
Omaha. 

A word in regard to the school district in the city of Lincoln. 

Faced with a very rapid increase in enrollment due to the heavy in- 
crease in population and reactivation of the airbase, which is one of 
those in the Strategic Air Command, this district in 1953 provided $6 
million in bonds which has been used for the construction of many 
classrooms and numerous other auxiliary plants for the school system. 
The remainder of this bond issue is being used in the construction of 84 
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new classrooms, all of which will be available for the 1955-56 school 
year. 

Following that, in the spring of 1955, March, the people of the city 
of Lincoln and the school district approved a further bond issue over 
and above the $6 million, a bond issue of $10 million, to provide an 
additional 300 classrooms for the schools. 

This is a long-range program considered by the board of education, 
the superintendent of schools, and all interested people in the city of 
Lincoln to be adequate for the projected needs of the Lincoln schools 
at least through the year 1960. 

Just a word about Federal aid for districts. 

I mean Federal aid where enrollment is affected by the impact of 
Federal activities under Public Law 874 and Public Law 815, 

In 1952-53 51 Nebraska schools qualified for Federal assistance 
under the provisions of Public Law 874, and received a total of 
$596,391. That represented approximately 9 percent. of the total cur- 
rent expenditures of those districts. Since the enactment of Public 
Law 815, 9 Nebraska school districts qualified for entitlements, totaling 
$1,433,184. This was used in assistance for the construction of school 
facilities. 

Now the situation regarding the present capacity of the school dis- 
tricts of Nebraska should be considered separately for rural districts 
and city districts, 

In the rural districts we find that out of the total of 93 counties of 
the State, in 18 counties with an aggregate assessed valuation of $329.5 
million the outstanding bonds were only $1.5 million, which was an 
average of forty-five one hundredths of 1 percent of the assessed 
valuation for tax purposes in those counties. The remaining 75 
counties had absolutely no bonded indebtedness for school facilities 
or for any other purpose. Of these 18 the 2 lowest counties had only 
one one-hundredth of 1 percent, and the highest county had 1.82 per- 
cent indebtedness of its assessed valuation. 

Only 3 counties had rural school bonds outstanding for more than 
1 percent of their assessed valuation. 

Among the city and village districts in 75 counties with an aggregate 
assessed valuation of $1.5 billion, the amount of outstanding bonds at 
the end of the year was $37.4 million, or an average of 214 percent of 
assessed valuation; 30 of the 75 counties had high-school districts 
with a bonded indebtedness of less than 1 percent; 32 counties had 
between 1 and 5 percent of bonded debt. Of the remaining 13 counties 
their high school districts ranged from 5.48 percent to 13.1 percent, 
which was the highest of all. The lowest county was only four one- 
hundredths of 1 percent. 

A reference to exhibit III of my statement shows a reproduction of 
the school debt of all the districts in the State of Nebraska and the 
assessed valuation of the districts showing the percentage of school 
debt to the assessed valuation for the years 1929 through 1953, and, 
without going into further detail, you will find that it has decreased— 
well, the highest, I believe, was in 1932-33 when the school debt was 
1.59 percent of the assessed valuation for all the school districts. I 
think that was the highest. And it has gradually declined in the 
thirties and through the forties down to 1950-51 when it was only 4 
little over two-thirds of 1 percent of the assessed valuation. The last 
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year, in 1952-53, it was only a little over 1 percent, 1.126. That shows 
the situation. 

In summary and fact, gentlemen of the committee, if we disregarded 
the question of the validity or error in the computation of the needs of 
the districts of Nebraska, if we assume the net at $136 million, we 
find that, on an average it would only take about 4 percent of the 
assessed valuation of the State. 

There is one thing I skipped, which I shall not take the time to read, 
and that is in Nebraska we have no constitutional limitation upon 
the debt or bond limit for school districts. We have no statutory limit 
except on these rural districts, which is 40 percent of the assessed 
valuation. As I pointed out, the average in all of the counties that 
had bonded indebtedness for rural schools was less than one-half of 
} percent. Further than that, they do have a provision that the rural 
schools may, by election of their taxpayers and voters, approve an an- 
nual levy of not to exceed 5 mills over a period of years to raise a cur- 
rent pay-as-you-go cash fund for meeting their rural school building 
needs in addition to their operating levies. We have no other constitu- 
tional or statutory limits upon the manner of raising revenue for cap- 
ital outlay in any of the districts except to this extent, that in the 
metropolitan city of Omaha the amount would only be limited by the 
amount that could be raised by the levy each year to pay the debt serv- 
ice, which is virtually no limit. 

As I said, they have no difficulty in providing adequate funds 


through an annual site and building levy, and have retired their re- 
maining bonds, and are operating on a pay-as-you-go basis, notwith- 
standing the fact that they could still vote bonds if they so desired. 


I think under those situations we have demonstrated that Nebraska 
does not have any need whatsoever that cannot be more than adequately 
met. 

One thing more, in closing. 

I guess perhaps our people are a little bit different than in some 
of the sections of the country, but I assure you that our educators, 
our public officials, the members of our State board of education are 
generally—I don’t say without exception but generally—very much 
opposed to the idea of Federal aid for schools either for building 
purposes or for operating expenses of any kind. 

There is a reason for that, because they feel that there will eventually, 
if not in the beginning, be a degree of control. And they fear any 
centralized control over the operations of their school districts. 

As a matter of fact, gentlemen, I was invited to appear before the 
committee on education at the request of the chairman who was spon- 
soring some legislation in which Nebraska is undertaking to reorganize 
and consolidate that large number of school districts. And school 
board members appeared from different sections of the State, as they 
do each time that type of legislation comes up, and they strongly object 
and fear even State control. 

In the matter of the operation of their school districts they do not 
even want any State control, a majority of them. 

They do feel that they need State aid, and, no doubt, the legislature 
will provide State aid for both operating and school construction, but 
probably not until this matter of the reorganization and the elimina- 
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tion of these small 1-, 3-, and 5-pupil school units have been merged 
into a larger, more effective classroom unit school organization. Then 
I think they will provide State aid for whatever may be necessary. 
But they resent any idea of even State control, to say nothing of 
Federal control. 

Mr. Ketiey. Mr. Armstrong, how do you account for the discrep- 
ancy between the report of the Federal Department of Education and 
your figures? Whom did they contact in your State? 

Mr. Armstronc. When this survey was first published last summer 
I contacted the department of public instruction and they have a man 
in their department who was assigned to obtain this information. 

Mr. Ketiry. For the Federal Department? 

Mr. Armstrona. No; in our State department. Nebraska is one of 
those States which did not accept or apply for the allocation of the 
$3 million, I believe it was, which was appropriated to conduct this 
survey. The legislature and the State officials did not seek to obtain, 
or obtain any of those funds. 

When this questionnaire and this request for information came it 
was then handled by the department of public instruction in their 
ordinary way, and they sent out these forms containing these somewhat 
streamlined or standardized questions which would be used in any of 
the States. They sent those to the local county superintendents, and 
they were answered by the superintendents without any further 
information as to the basis of the criteria, the standards that were 
used, and sent in, and the department, the State department simply 
added up the total information obtained from the various county 
superintendents and forwarded it on in. That was the explanation 
they gave me. 

Mr. Exxiorr. May I ask a question there. 

You don’t think that those State officials would have sent that in- 
formation in if they had felt it was in great error, would they? 

Mr. Armstrona. Well, they did not attempt to make any analysis 
of it, sir, as to its validity or accuracy at all. As I say, they simply 
sent the forms out to the county superintendents and said, “Here is 
another form to fill out.” And they filled it out and sent it in. They 
ran an adding machine tape on it and put the total down and sent it on 
in. That is the explanation that was given to me. 

And I might add that as a matter of policy our department of pub- 
lic instruction are not particularly interested or desirous of obtaining 
benefits under this proposed legislation. So I think they paid no fur- 
ther attention to the report. I don’t think there was any intention to 
try to change it or do anything about it or with it. There was a feel- 
ing expressed on the part of some individuals, local county superin- 
tendents, that perhaps this would be a basis upon which eventually 
some money would be sent back to the State to be used, and, of course, 
they are just like, I guess, they are in all the other States. If there 
is anything, they call it for free, coming back they want to get their 
part of it. 

Mr. Ketiey. Mr. Smith? 

Mr. Smrrn. No questions. 

Mr. Ketiey. Thank you very much, Mr. Armstrong. 

On behalf of the committee I will say we appreciate your appear- 
ance here. 
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Mr. Armsrrona. I appreciate the patience of the committee. 

Mr. Ketiey. The committee will stand adjourned until 10 o’clock 
on Tuesday, when Mr. Roger Freeman, a staff director of the Kestn- 
baum report of the President’s Commission on Intergovernmental 
Relations, will appear at 10 o’clock, and, following that, the Secretary 
of the Department of Health, Education, and Welfare, Mrs. Hobby, 
will appear at 11 o’clock, and will continue until her testimony is 
completed, the balance of the week. 

The committee will stand adjourned. 

(Whereupon, at 1:25 p. m., the committee was recessed, to be re- 
convened at 10 a. m., Tuesday, April 26, 1955.) 
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TUESDAY, APRIL 26, 1955 


House or REpResEntTATIVES, 
CoMMITTEE ON EpucatTIon AND Lapor, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 429, 
House Office Building, Hon. Graham A. Barden presiding. 

Present: Representatives Barden, Kelley, Bailey, Perkins, Wier, 
Landrum, Metcalf, Green, Roosevelt, McDowell, | Esher Udall, 
McConnell, Gwinn, Smith, Kearns, Bosch, Wainwright, Freling- 
huysen, Coon, and Fjare. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, minor- 
ity clerk; Edward A. McCabe, general counsel; Russell C. Derrick- 
son, chief investigator. 

Chairman Barpven. It will be necessary for me to be absent for a 
few minutes, and I will ask the gentleman from West Virginia to 
take the chair. 

(Representative Bailey assumed the chair.) 

Mr. Batter. The committee will be in order. 

We have the first witness at today’s session Mr. Roger Freeman, 
representing the President’s Commission on Intergovernmental Re- 
lations. 

Mr. Freeman, will you identify yourself to the reporter and pro- 
ceed with your brief ? 


STATEMENT OF ROGER A. FREEMAN, ASSISTANT TO THE GOVER- 
NOR OF THE STATE OF WASHINGTON, AND MEMBER OF THE 
STAFF OF THE PRESIDENT’S COMMISSION ON INTERGOVERN- 
MENTAL RELATIONS 


Mr. Freeman. Mr. Chairman and members of the committee, my 
name is Roger A. Freeman, and I am and have for over 5 years been 
assistant to Gov. Arthur B. Langlie of the State of Washington. 

For most of the time since April 1954, except during State legis- 
lative sessions, I have been on a leave of absence from Governor 
Langlie’s office, and have been on the staff of the President’s Com- 
mission on Intergovernmental Relations, in charge of research for the 
Commission’s Study Committee on Education. 

The background and purpose of the Commission on Intergovern- 
mental Relations are undoubtedly known to your committee. The 
Commission in June 1954 appointed a Study Committee on Federal 
Responsibility in the Field of Education. It was composed of 14 
outstanding men and women who were selected on the basis of their 
knowledge and ability as a representative cross section of the various 
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segments of American education throughout the country, and of lay- 
men and groups with a direct interest in education. 
Mr. Batmtxy. Might the chairman interrupt at this point by asking 
you if you have a list of those to insert in the record at this point? 
Mr. Freeman. Yes, sir; I do have a list. I do not have it mimeo- 
graphed, but the list is here for the record. 
Mr. Batzey. If there is no objection it will be inserted in the record 


at this point, so that we can see who is on the committee. 


(The list referred to is as follows:) 


Commission on Intergovernmental Relations—Study Committee on Federal 


Responsibility in the Field of Education 





Name 


Title 


State 











Dr. Adam 8. Bennion 
Chairman. 


Thomas C. Boushall 


Dr. Samuel Miller Brownell----- 


A. Boyd Campbell 
Alfred E. Driscoll 


Carl J. Megel 
Mrs. H. M. Mulberry 


Very Rev. Msgr. Thomas J. 


Quigley. 


Dr. Henry M. Wriston 





Member of the Council of the Twelve, the | 


Church of Jesus Christ of Latter-Day Saints. 

Chairman, Utah Public School Survey Com- 
mission. 

Member, Virginia State Board of Education. 
President, Bank of Virginia. 

Commissioner of Education, Department of 
Health, Education, and Welfare. 

Chairman, education committee, Chamber of 
Commerce of the United States. 

Vice Chairman of the Commission on Inter- 
governmental Relations. 

President, Warner-Hudnut, Inc., New York. 

Former Governor of New Jersey. 

Chairman, St. Louis School Board 

Secretary, St. Louis CIO Industrial Union 
Council. 

Director of the Budget, State of New York_---. 

Dean, School of Business and Public Adminis- 
tration, Cornell University. 

President, American Federation of Teachers_-_ 

Vice President, National School Boards As- 


sociation. 

Member, Chicago Board of Education. 

Superintendent of Catholic Schools, Pitts- 
burgh. 

President, Department of Superintendents, 
National Catholic Educational Association. 

Consultant on education, manager develop- 
ment, General Electric Co. 

Superintendent of Public Instruction 

President, National Council of Chief State 
School Officers pee. 

Superintendent of Fulton County Schools. --- 

Member, Legislative Commission, National 
Education Association. 

Member, executive committee, American As- 
sociation of School Administrators (1953-54). 

President, Brown University 





Salt Lake City, Utah. 


Richmond, Va. 
Washington, D. C. 
Jackson, Miss. 
Haddonfield, N. J. 
St. Louis, Mo. 
Albany, N. Y. 


Ithaca, N. Y. 
Chicago, Ill. 
Do. 


Pittsburgh, Pa. 


New York, N. Y. 


Sacramento, Calif. 


Atlanta, Ga. 


Providence, R. I. 





Mr. Fretrncuvuysen. Could I ask about the Commission and how it 


is organized, and what these study committees are? How many study 
committees, for instance, are there all told? Are they like the task 
forces of the Hoover Commission ? 

Mr. Freeman. Similartoit. I think there are about 9 or 10. 

Mr. Fretincuuysen. Substantial work is done by them, and then 
a review is made by the overall Commission, is that correct, or does 
the Commission not need to approve it ? 

Mr. Freeman. The study committees completed their task some time 
ago and submitted their reports to the Commission. The Commission 
has been meeting at least once a month reviewing the subcommittee 
reports. In fact, each report was submitted at a Commission meeting, 
at a full day meeting, and generally a day or more was spent in discuss- 
ing the subcommittee report. Since then the Commission has been dis- 
cussing its own report. 
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Mr. Fretinenuysen. But the report of this subcommittee has not 
been released ¢ 

Mr. Freeman. I will get into that in another minute, if I may pro- 
ceed, sir. 

Mr. Bamey. The Chair would suggest that you hurriedly make 
brief comments on the membership of this Commission, on the different 
members of the Commission that you are inserting there, briefly com- 
menting on who they are. 

Mr. Freeman. Dr. Adam 8. Bennion, Salt Lake City, Utah, is the 
chairman of the committee. Then in alphabetical order there is Mr. 
Thomas C. Boushall, a member of the Virginia State Board of Educa- 
tion, from Richmond, Va. 

Then there is Dr. S. M. Brownell, United States Commissioner of 
Education, whom I do not have to identify any further. 

Mr. A. Boyd Campbell, chairman of the education committee of the 
Chamber of Commerce of the United States, is next. 

There is Alfred E. Driscoll, Vice Chairman of the Commission on 
Intergovernmental Relations, and former Governor of New J ersey. 

Mr. THompson. Same comment for that one. 

Mr. Freeman. Oscar A. Ehrhardt, chairman of the St. Louis School 
Board, and secretary of the St. Louis CIO Industrial Union Council; 
Dr. Norman Hurd, director of the budget of the State of New York; 
Edward Litchfield, dean of the School of Business and Public Admin- 
istration at Cornell University ; Carl J. Megel, president of the Ameri- 
can Federation of Teachers; Mrs. H. M. Mulberry, vice president of the 
National School Boards Association; the Very Reverend Monsignor 
Thomas J. Quigley, president of the department of superintendents 
of the National Catholic Educational Association, and superintendent 
of the Catholic Schools of Pittsburgh ; Dr. Hubert H. Race, consultant 
on education, manager development of the General Electric Co.; Dr. 
Roy Simpson, superintendent of public instruction, State of Cali- 
fornia, and at that time president of the National Council of Chief 
State School Officers; Paul West, who is a superintendent of Fulton 
County schools in Atlanta, Ga., and a member of the legislative com- 
mission of the NEA and of the American Association of School 
Administrators; and Dr. Henry Wriston, president of Brown Uni- 

versity. Those are the 14 members. 

Mr. Fretincuvuysen. Mr. Chairman, I still would like to know how 
these study committees are set up and how many there are, who selects 
the membership of the committees. 

Mr. Freeman. The Chairman of the Commission generally in con- 
sultation with the Commission. He appoints the subcommittees. 

Mr. Frecrncuuysen. He submits a list for the approval of the 
(‘ommission, or is it somewhat less formal than that ? 

Mr. Freeman. Frankly, I can’t tell you for sure, but generally he 
is the one who appoints, and he has authority by the Commission to 
appoint the subcommittees. 

But I believe it is done to some degree in consultation. The details 
I don’t know. 

Mr. Fretinauuysen. How many committees are there ? 

Mr. Freeman. I believe there are 9 or 10. 

Mr. Frecineuuysen. Thank you, Mr, Chairman. 

Mr. Battery. You may proceed. 
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Mr. Freeman. Three major tasks were assigned to the Education 
Committee under Public Law 109, 83d Congress: 

(1) To study the allocation of powers and responsibilities in the 
field of education, and to define what the proper role of the Federal 
Government should be in this field in relation to the States and their 
political subdivisions. 

(2) To study and report whether there is justification for Federal 
grants-in-aid in the various educational programs which now receive 
Federal aid, whether such aid should be limited to cases of need, and 
whether Federal control in those activities should be limited. 

(3) To study and report whether there are other activities in the 
field of education to which Federal aid should be extended. 

The determinations were to be made with due consideration of the 
ability of the Federal Government and the States to finance these 
activities. 

The report of the Education Committee was submitted to the Com- 
mission on Intergovernmental Relations on November 11, 1954. The 
Commission intends to submit this report and the reports of the other 
study committees, together with its own report to the President for 
transmittal to Congress in June 1955. 

The Commission has not authorized a release of the recommenda- 
tions of the Education Committee prior to their submission to the 
President. I, therefore, respectfully request that I not be questioned 
regarding the recommendations of the Education Committee. How- 
ever, the Chairman of the Commission on Intergovernmental Rela- 
tions last week authorized me to present to your committee factual 
information relevant to the subject of Federal aid to school construc- 
tion. 

I am appearing at the invitation of your committee. My testimony 
is not on behalf of the Commission on Intergovernmental Relations 
nor on behalf of Governor Langlie. I alone am responsible for this 
statement and any opinions I may express. 

The Education Committee proceeded on certain prior premises: 
that adequate education of all American youth is essential to the pres- 
ervation of the Republic and to the welfare of the Nation in peace 
and war; that the country’s most important resource lies in its citi- 
zens more than in its soil or climate or extent of territory ; that every 
American child has a right to an adequate educational opportunity ; 
that the American people need an ever-improving educational system 
and can afford its cost, and that the question before us is the best 
method toward that goal. 

The major part of the 200-page committee report presents the facts 
on needs and fiscal resources, and discusses in considerable detail 
whether Federal aid for the operation or construction of elementary 
and secondary schools is necessary or advisable. 

School needs and revenues: The major problem which faces the 
schools is the task of coping with the unprecedented enrollment in- 
crease. The number of school-age children, 5 to 17, will rise by 13.6 
million during the current decade, 1950 to 1960. This compares with 
an increase of only 9.4 million in the preceding 50 years, 1900 to 1950. 
To take care of the enrollment increase the public schools, not includ- 
ing private schools, will need an addition of more than 40,000 class- 
rooms and teachers each year until 1960. The question is whether 
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States and local communities are able to raise the funds necessary to 
provide for the needed facilities and teachers. 

In the past, school revenues have consistently risen faster than 
enrollment. Between 1900 and 1953 the number of school-age children 
increased by 60 percent, State and loca] expenditures for public schools 
rose by more than 1,000 percent in dollars of constant value. That 
is adjusted for price increases. Between 1930 and 1950, when enroll- 
ment was relatively stable, school revenues almost doubled in dollars 
of constant value. 

In the past 5 years, 1949-50 to 1954-55, public school enrollment 
rose 20 percent, current school exponent, in price-adjusted dollars, 
40 percent. School building outlays grew from $500 million in 1948 
to $1 billion in 1950 and to $2 billion in 1954. The first 3 months of 
1955 showed a 16 percent increase over the same period in 1954. 

In 1902 approximately 114 percent of the national income was 
devoted to public education; by midcentury education’s share had 
risen to 3 percent. This trend shows an increasing recognition by 
the American people of the value of education which is certain to 
continue and likely to grow in the years ahead. 

Educational progress: The increase in funds has enabled the schools 
to make progress in upgrading, PxpADene and enriching their pro- 
grams, in improving standards, in broadening their offerings, and in 
adjusting them to current needs, demands, and standards of living. 

Between 1900 and 1950 the number of school-age children in the 
United States grew 44 percent, average daily attendance in the public 
schools 110 percent. k recent study of the United States Office of 
Education stated : 


The most impressive fact is that the proportion of youth remaining in the 
high schools to graduation has almost doubled during the 20 years from 1932 to 


1951. 

In the short span of 6 years, 1947 to 1953, the ratio of 16- and 17- 
year-olds enrolled in school has risen from 2 out of 3 to 3 out of 4. 

A greater percentage of our youth, 5 to 17 and 18 to 24, are going 
through formalized education for an expanding number of years than 
ever before in our history or in any other country in the world. The 
American school system is not, as has at times been stated, deteriorat- 
ing. It is on the whole, and with exceptions in certain areas, showing 
a spectacular growth. Its progress, however, is not fast enough to 
wipe out within the next few years all of the many and widespread 
shortcomings which still exist. 

Financial support of the school system must be sharply increased 
if the current pl tangeeaes are to be substantially alleviated during this 
period of unprecedented enrollment expansion. While the national 
income keeps growing, it is essential that an increasing share of that 
income be devoted to education if all American youth are to find an 
adequate educational opportunity. 

Illiteracy: At congressional hearings in recent years some educa- 
tional deficiencies among the adult population have been represented 
as reflecting the current status of our schooling. One example is the 
number of illiterates, 

The Bureau of the Census quit asking the illiteracy question in 
the decennial censuses after 1930. In 1952 the Bureau made a special 
sample survey of illiteracy in the United States. It found that there 
were 2.8 million illiterates in the country and that their average age 
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was 56 years. There probably is not very much that can be done about 
educational deficiencies among people of that age. 

A survey of the Bureau of the Census in October 1953 found that 
99.4 percent of all children between the ages of 7 and 13, and 96.5 
of those 14 and 15 years old, were enrolled in school. A child of nor- 
mal intelligence who attends school for 7 to 9 years should then be 
able to read and write. It seems that we have for all practical pur- 
poses accomplished the aim of literacy among all American youth. 

The statement has been made repeatedly that we have 10 or 11 
million illiterates. This is incorrect. The background of that state- 
ment is this: During World War II the Army labeled recruits whose 
level of knowledge for military training purposes corresponded to 
less than five elementary grades “functional illiterates.” 

The 1950 census found that there were 10.5 million persons who 
had completed fewer than five grades. 

But the Census Bureau also found that 95.4 percent of those who 
had completed only four grades and 85 percent of those who had com- 
pleted only three grades could both read and write. There is, of 
course, no reason to be complacent about 10 million people who have 
had less than 5 years of school even though most of them are in the 
higher age brackets. But they should not be called illiterates, func- 
tional or otherwise. 

Statements were given wide publicity that the Army has had to 
reject hundreds of thousands or millions of men because of educa- 
tional deficiencies. Those statements are not substantiated. I did 
considerable research on Armed Forces test failures and could find 
no evidence to prove that the failure rate in the Armed Forces tests 
for mental capacity is related to educational attainment or is the re- 
sult of lack of educational opportunity. 

Mr. Battey. May the Chair there interpose a thought on that par- 
ticular point: The fact that we are going into a new era of defense, 
in that we are in the atomic age, and the weapons of war will be 
changed, and that they are all highly mechanical, does that have a 
bearing on the need for giving the average American who may have 
to serve his country in the military service at some phase of the 
military service ? 

Do you not think his basic training ought to be such that he will 
be able to operate our complicated war machines ? 

Mr. Freeman. Yes, sir. I believe very much that the modern 
times require a far higher quality of education than we have had, and 
that we need an ever-increasing improvement of the standards. 

Mr. Batter. The thought I wanted to get in the record is that you 
cannot operate that highly technical machinery with a bunch of 
morons. 

Mr. Freeman. I perfectly agree we need ever-increasing standards 
of education. 

May I add just one sentence in order to finish a paragraph? 

Mr. Smrrn. Now, you have raised a most interesting question. You 
take a drive out this morning around Washington and look at some of 
the defenses of Washington, with its radar and electronics, and you 
will find out there that it is not a question of being a man wearing the 
uniform that is a graduate of high school. He of necessity almost has 
to be a graduate of MIT. If you are going to get modern defense with 
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electronics and radar and all of the guided missiles things, it is not a 
question for some high school students. You have got to have engineers 
to do those jobs. 

Mr. Battey. That is true, but his basic training in the elementary 
and high schools will have a lot to do with whether he is able to acquire 
the added knowledge that he needs to operate this equipment. I am 
talking about his basic training. That is grades and in high school. 

Mr. Gwyn. I think the witness will probably cover this point. 

Mr. Bartey. You may proceed. 

Mr. Freeman. Nor has there been any shifting in the military load 
among States because of failure to pass AFQ tests. Every State has 
met its draft quota since the passage of the Selective Service Act of 
1948. 

Teacher shortage: Reports indicate that more than 70,000 men and 
women who fall short of the certification standards of their States are 
teaching in public schools, and that more than 50,000 additional teach- 
ers are needed to fill present requirements. The main reason for the 
teacher shortage seems to be a biological fact, the rise in the number 
of births from 2.3 million in 1933 to 3.6 million in 1948, and to over 4 
million in 1954, 

As a result, the number of school-age children 5 to 17 increased 
5.4 million between 1950 and 1954, while the number of youths 18 to 
24 years old, the age group from which most of those come who study 
to become teachers or who enter the profession, decreased by 853,000. 

Attempts to attract greater numbers to the teaching profession have 
been partly successful. Since 1950 our total labor force has grown 
2.2 percent; the number of certificated teachers in the public schools 
increased by 15 percent. Ten percent of the increase in the total labor 
force is accounted for by public school teachers. 

Some teachers unfortunately leave the profession. A sample survey 
of the National Education Association showed that last year 7 percent 
of the school teachers left. But about half of them left for reasons of 
marriage, family, or retirement and only 1.3 percent of all teachers 
left to enter other types of employment. 

Mr. Fretinentysen. Could I ask one question about this statement 
that 10 percent of the increase in the total] labor force is uccounted for 
by public school teachers ? 

Mr. Freeman. I have the figures here and I will be glad to give you 
the details. 

The civilian labor force data are taken from the United States De- 
partment of Commerce releases, and the number of public school 
teachers from the NEA. I will give you the actual figures. 

In 1950, the civilian labor force totaled 63,099,000; in 1954, it was 
64,468,000 ; that is an increase of 1,369,000 or 2.2 percent. 

The instructional staff in public schools not counting emergency 
teachers—in other words, only certificated teachers—in 1950 was 
909,313. In 1954, it was 1,045,881. That is an increase of 136,568 which 
equals exactly 10 percent of the increase in the total labor force. 

I might add at this point that in 1950 the instructional staff in *e 
public schools equaled 1.57 percent of the total civilian labor force, 
and in 1954, that percentage had gone up to 1.75, because the teacher 
increase snccuthiteed for 10 percent of the increase in the labor force. 

Mr. FRELINGHUYSEN, Thank you, sir, the figures came at me so fast 
I am not sure I digest them even now. 
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Mr. Bary. If there is no objection, we will have that in the record. 
Mr. Fretincuvuysen. It is in the record. 

Mr. Freeman. I can give you a copy of this for the record. 

(The statement is as follows :) 


Civilian labor forces and public school teachers, 1950 and 1954 


] 
Instructional | Instructional 
Civilian staffin | Emergency | staff without 
labor force public | teachers emergency 
schools | teachers 








63, 099, 989, & , 909, 313 
64, 468, , 126, , 1, 045, 881 
1, 369, , 136, 568 
.2 3. 15.0 














Note,.—In the last 4 years the civilian labor force increased 2.2 percent; the instructional staff in the 
public schools, not counting temporary emergency teachers, rose 15 percent. 


In 1950 the instructional staff in the public schools equaled 1.57 percent of the 
total civilian labor force. 


In 1954 the instructional staff in the public schools equaled 1.75 percent of 
the total civilian labor force. 

Increase in civilian labor force between 1950 and 1954: 1,369,000. 

Increase in teachers in public schools between 1950 and 1954, 137,259. 

Increase in teachers between 1950 and 1954 equaled 10 percent of the increase 
in the total civilian labor force. 


Sources: Civilian Labor Force: United States Department of Commerce. 
Number of teachers in public schools: National Education Association: Prelim- 
inary estimates of public elementary and secondary schools for the school year 
1950-51 and advance estimates of public elementary and secondary schools for 
the school year 1954-55. 

Mr. Freeman, In the past 5 years the number of certificated teachers 
in the public schools increased 20 percent. That is exactly the rate at 
which pupil enrollment has risen. It is a little known but significant 
fact, that the ratio between teachers and pupils in average daily attend- 
ance has remained perfectly stable. The ratio is now almost exactly 
what it was in 1950, in 1940, and in 1930, and even as far back as in 
1900. This ratio, as all national averages, inevitably hides many local 
differences. 

Certain areas do have considerable difficulty in securing the teachers 
they need, largely because they pay inadequate salaries. Higher 
salaries are probably among the most effective methods to attract more 
qualified persons to the teaching profession. 

Classroom shortages: The shortage of schoo] facilities is generally 
held to be more critical than the shortage of teachers. The conditions 
under which boys and girls in some areas of the country attend school 
are shocking and unconscionable. 

Most estimates of the classroom shortage have been based on the 
report of the status phase of the school facilities survey which was pub- 
lished by the United States Office of Education in December 1953. The 
survey itself was ordered to be taken under Public Law 815, 81st Con- 
gress, and financed by a Federal appropriation of $3 million equally 
matched by the States. 

If extended to cover all States that report indicated a shortage of 
312,000 classrooms in 1952, and if projected to 1959 of 470,000 class- 
rooms. It also indicated the total school building need in 1952 at $10.6 
billion. Applicable State and local resources of $5.9 billion were 
reported to be available, leaving a deficit of $4.7 billion. 
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We analyzed that report thoroughly. It seem. that it contains major 
internal inconsistencies, that the data are not comparable, that they 
cannot be added to arrive at a national total, that the standards of 
need varied greatly from State to State, that applicable resources are 
by no means a true measure of the fiscal capacity of the various States, 
and that the school building deficits so compiled are not comparable as 
between States. 

The data do not indicate the actual need in any State nor the extent 
to which any State might be able or unable to meet its needs. It seems 
that few conclusions can be drawn from that report other than that 
school building construction needs total many billions of dollars 
nationwide, and that some States need to modify their laws in order 
to meet the needs. 

Mr. Bauxy. Might I ask a question at this point? There has been 
testimony given the committee by the Department to the effect that 
there has been an average of approximately 60,000 classrooms con- 
structed over the past.3 or 4 years, and I believe that figure was given 
as the figure for last year. 

Now, I can remember back in 1951 and 1952, the Korean difficulty 
was still on and we had a War Production Board. I remember how 1 
used to have to beg the War Production Board to get a little steel to 
help build a school building, and I know there was not 60,000 class- 
rooms built back during that period. There could not possibly have 
been. There might have been last year, but certainly not during those 
years. 

’ Mr. Frevincuuysen. As I recall the testimony, the rate in the past 
3 years has not been as high as 60,000 a year, has it / 

Mr. Battery. I believe they quoted construction of approximately 
60,000, and I may be wrong about that. But I think that is the figure 
they offered. 

Mr. Frevineuuysen. As I remember, they stated the projected need 
was as high as that. 

Mr. Roosrvett. The projected rate was 60,000. 

Mr. FrecincHuysen. We are talking about the annual rate of build- 
ing. 

Mr. Battery. Was not the statement made that was the number to be 
constructed ¢ 

Mr. Rooseveur. The number presently going to be constructed this 
year. 

' Mr. Bamey. I think it was 1954-55. 

Mr. Freeman. The rate in 1953 

Mr. Barter. What I wanted to find out was, Has the commission any 
data bearing on that? 

Mr. Freeman. The commission did not collect data on the building 
rate. In that respect we depended partly on the Office of Education 
and partly on the construction statistics which are collected by the 
Department of Commerce. 

f course, there are a few others, like Dodge, who collect it. We 
do not have a staff to go out and make a survey all over the country, 
and we did accept the figures that we were given. We have no reason 
to doubt those figures. 

In 1950 about 50,000 classrooms were constructed. 1954 showed a 20- 
percent increase, and it was just about 60,000 classrooms, 

59521—55—pt. 226 
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Now, I am dealing with that in the next paragraph here, if I may 
continue. 

About 60,000 classrooms were built in 1954, considerably more than 
were needed to take care of the enrollment increase. This rate of school 
construction, however, is insufficient to wipe out the existing shortages 
within the next few years. Moreover, the school building activity is 
not spread evenly according to the urgency of need. A number of 
States are seriously lagging behind. 

State and local fiscal capacity : It is well known that the low-income 
States are laboring under the additional handicap of having relatively 
more children. The number of school-age children per 100 adults is 51 
in the 12 top income States, 69 in the 12 lowest income States. It is, 
however, not sufficiently known that dramatic changes have taken place 
in recent years in the social and economic picture of the Nation which 
have significantly narrowed the differences in fiscal capacity. among 
States. 

Between 1940 and 1953, per capita income in the 12 top income 
States rose 37 percent in dollars of constant value; in the 12 lowest 
income States it increased 96 percent. The ratio in per capita income 
between the highest and lowest States shrank from 1: 4.75 to 1: 2.76. 
The impact of the steeply graduated Federal taxes narrowed the re- 
maining difference in income, after taxes, even further. 

Two-thirds of the 3.8 million increase in school-age children be- 
tween 1940 and 1952 was concentrated in the top income States; half 
of the 14 lowest income States had decreases in the number of children, 
the other half slight increases. This was due to two facts: (1) There 
has been a vast migration from the poorer regions to the wealthier 
sections of the country; and (2) the birthrate rose almost three times 
faster in the high income States than in the low income States. 

Mr. Batter. Let me ask a question at this point: This same matter 
has come up on repeated occasions in the committee. I personally 
feel that there is a measure of Government responsibility attached to 
the fact that we have concentration of population in certain areas, 
due to the fact that we did not have the proper distribution of our 
defense production scattered as it should have been throughout the 
States. The concentration in certain areas caused this concentration 
of added population. There is a Government responsibility attached 
to that failure to make a proper distribution. That has caused States 
like Oklahoma and other States, and my State of West Virginia, to 
lose population. That is because we have no defense facilities in the 
State of West Virginia, and I notice in the new $579 million expendi- 
ture for construction that is to be before the Congress in. the matter of 
a few days, that West Virginia is the only one of the 48 States who 
has no construction. 

So we lose population and it goes to the industrial centers where 
defense activities are carried on. Now, there is a Government respon- 
sibility attached. 

That is all. 

Mr. Freeman. As a result of this trend, school conditions improved 
relatively faster in the low income States. For example, between 1938 
and 1954, teachers’ salaries rose 28 percent in dollars of constant value 
in the 12 top States, 101 percent in the 12 lowest States. 

Tax efforts: It is well known that low income States spend a larger 
share of their income on education than wealthier States. Current 
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-chool expenditures in the 12 top income States in 1953 equalled 3.4 
percent of the disposable income of their residents—individual income 
payments less Federal individual income taxes—in the 12 lowest 
States 4.2 percent. This, however, does not mean that low-income 
States exert a greater overall effort. 

Low income States are reimbursed by the Federal Government for 
a much larger share of their public assistance expenditures than high 
income States. In 1952 the Federal Government bore 40 percent of 
the public assistance cost in the 12 top income States, 67 percent of 
that cost in the 12 lowest income States. The Federal Government 
thus relieved the low income States of a greater share of their public 
welfare burden, and enabled them to devote more of their own funds 
to education. 

The total State and local tax burden is about the same in the high 
income and the low income States. In 1953 State and local taxes 
equalled in the 12 top income States 9.5 percent of their disposable 
income, in the 12 lowest income States 9.6 percent. 

The wealthier States put forth a slightly greater effort for school 
building construction. ‘That may be because they are taking care of 
the major part of the nationwide enrollment increase. 

Mr. Bartey. Let me make a point right there, Mr. Chairman, that 
most of the school construction which is well over half a billion dol- 
lars under the provisions of Public Law 815, have been made in those 
States where you have this concentration of population that I was 
explaining the Government was responsible for, and, therefore, those 
States would show a greater percentage effort toward construction 
because they have used Federal funds along with their local funds. 

They have those Federal funds under the provisions of Public 
Law 815. 

Mr. Freeman. That is correct. 

Mr. Bartey. But a State that has no concentration of Federal ac- 
tivities like the atomic energy plants and air field and military bases, 
they receive nothing. 

Mr. Freeman. Yes. Well, I presume, sir, that the defense plants 
were distributed according to the best locations, rather than by any 
other consideration. 

For example, one atomic plant was located in Hanford, Wash., 
because vast amounts of power were available there as well as a 
tremendous amount of water from the Columbia River. 

The reason that orders for aircraft were placed in Los Angeles or 
Seattle was not any special preference for those cities except that the 
plants were there and they designed and produced planes which 
could do the job. 

But, frankly, this is somewhat beyond the scope of my present 
testimony. 

Mr. Barter. But it isa factor in it? 

Mr. Freeman. Yes; it is a factor. There is no question about it. 

The statement has been made at times that taxing powers of States 
and local communities are insuflicient because much of the wealth of 
the Nation has changed from tangible to intangible values, which are 
not taxable in the areas where the children live. 

Closer analysis casts doubts upon such statements. State and local 
revenues are raised largely through taxes on property, sales and in- 
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come. Property taxes on businesses are levied where the tangible 
property is located, particularly the industrial plants and com- 
mercial enterprises. Those taxes benefit the States where the work- 
ers and their children live, not where shareholders, mortgagees, or 
absentee owners live. 

Sales taxes are collected in the States where the retail sales are made, 
which is where the consumers and their children live. Corporation 
and business income taxes are not collected by the State where the 
headquarters office is located. They are generally allocated among 
States by a three-part formula of payroll, property, and sales. All 
three factors follow the residence of the workers and consumers, and 
their children. 

The only income that is not in some way related to the location of 
the children is income from interest and partly from dividends. In- 
come from interest equals less than 1 percent of all individual income 
reported for Federal tax purposes, dividends to 3 percent. More than 
90 percent of all individual income can be taxed in some form by the 
State where the children are located. 

Mr. Gwinn. Mr. Chairman, that certainly is a new contribution on 
that subject tome. I have never heard that analysis before, have you’ 

Mr. Ketter. No; I have not. 

Mr. Battery. Would you mind repeating it? You are talking just 
a little bit fast. 

Mr. Freeman. I am sorry. If you want me to I will slow down. 

Mr. Gwryy. It is a very important point you are making. 

Mr. Ketiey. They have asked you to repeat the last paragraph. 

Mr. Freeman. The statement has been made at times that the taxin 
powers of States and local communities are insufficient because much 
of the wealth of the Nation has changed from tangible to intangible 
values, which are not taxable in the areas where the children live. 

Closer analysis casts doubts upon such statements. State and local 
revenues are raised largely through taxes on i sales, and 
income. Property taxes on businesses are ieclell where the tangible 
property is located, particularly the industrial plants and commercial 
enterprises. Those taxes benefit the States where the workers and 
their children live, not where shareholders, mortgagees, or absentee 
owners live. 

Sales taxes are collected in the States where the retail sales are made, 
which is where the consumers and their children live. Corporation 
and business income taxes are not collected by the State where the 
headquarters office is located. 

I may insert here that corporation income taxes in practically all of 
the 31 States that have them are now levied by the so-called Massa- 
chusetts formula. That is a formula of three parts, payroll, property, 
and sales. And all of these three factors, payroll, property, and sales, 
follow the residence of the workers and the consumers, and obviously 
that is where their children live, too. : 

The only income that is not in some way related to the location of 
the children is income from interest and partly from dividends. In- 
come from interest equals less than 1 percent of all individual income 
reported for Federal tax purposes, dividends to 3 percent. More than 
90 percent of all individual income can be taxed in some form by the 
State where the children are located. 
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One of the most serious problems of school financing in the low- 
income States is the deterioration of the property tax which accom- 
panied the gradual taking over of the separability for school sup- 
port by State governments. It is in those States that tax exemptions, 
for homesteads, veterans, or industrial purposes, are most liberal, and 
that the ratio of assessed values to true values is at the lowest level. 

Local taxes, expressed in percent of income, are particularly low 
where State school support is high. The low level of taxation indi- 
cates that it was not lack of local taxpaying capacity which made 
high State support necessary. State aid, unfortunately, has often 
served more to lighten the burden of local taxation and to relieve local 
officials of an onerous duty than to raise the support of the schools. 
The availability of grants-in-aid led to a weakening of local respon- 
sibility and effort, and in turn to a failure to use local taxing powers 
adequately. This experience should be kept in mind in considering a 
program of Federal aid. 

It has been asserted that low-income States need to keep their taxes 
low and offer special inducements to attract industry. The fallacy of 
that policy was demonstrated in several recent case studies. Tax and 
economic experts generally hold that tax considerations are a minor 
factor in the choice of industrial location, and that the offering of 
exemptions is a wasteful and ineffective method of attracting industry. 
Modern industrial enterprises are more interested in adequate com- 
— services than in savings which are insignificant in terms of 
cost when compared with such factors as raw material sources, markets, 
labor, transportation, and power. 

Mr. Battey. And you might add there adequate and controlled 
water supply, too. 

Mr. Freeman. I just mentioned a few items, and there are several 
other factors besides, water supply being one of them. 

A review of the State and local tax burden borne by the residents of 
the various States does not indicate that any State has exhausted its 
taxing capacity and could not increase its revenues if it wanted to. 
But many States and communities are not using their taxing powers 
to the extent to which they could and should use them to cope with the 
existing shortages in the school plant. 

The overall tax effort of States afid local governments has relatively 
decreased over the past quarter century. The State and local tax 
burden dropped from 10.8 percent of the national income in 1932 to 
7.1 percent in 1953. 

During the same time the Federal tax burden rose from 3.1 percent 
of the national income to 21.5 percent. That heavy Federal tax load 
created a general atmosphere of growing tax resistance in which State 
and local governments found it economically and politically impos- 
sible to retain their share of the national income. 

The Federal share of all tax collections increased from 22 percent 
in 1982 to 75 percent in 1953. Some hold that this growth in Federal 
taxes has met it obligatory upon the Federal Government to accept 
more responsibilities which used to be borne by the States. 

Mr. Battey. What is the fallacy in that argument? It is a pretty 
sound argument, is it not? 

Mr. Freeman. Well, I will continue, if I may, sir, what the other 
side holds. 
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Others feel that the acceptance of additional responsibilities by the 
Federal Government would lead to an even greater shifting of the tax 
burden from the State and local level to the Federal level, and that 
efforts should aim at reversing the trend. 

The recent Federal tax cut of $7.3 billion should enable the States 
to expand their revenues without having to ask their citizens to bear a 
heavier burden than in the past. 

Mr. Tuompson. May I interrupt for a question? Was not the $7.6 
billion tax cut that you referred to largely dividends and for the bene- 
fit of stockholders and those who have dividends? 

Mr. Freeman. No, sir, that is not correct. If I may say so, the 
dividend share is relatively small. Most of the tax reduction consisted 
of a 10 percent cut, across the board on income taxes; then several 
excise tax rates were dropped considerably on amusements, on appli- 
ances, on telephones, and on many other items which inevitably benefit 
the consumer. 

Mr. THomrson. What percentage of the $7.6 billion was in the form 
of interest and on dividends? 

Mr. Freeman. I am afraid I can’t answer the question, and I doubt 
that it would be possible without considerable effort to get the figures. 

But I have a feeling that the Treasury Department may be able to 
get it. I donot have it. 

Mr. Tromrson. Well, would interest, dividends and on corpora- 
tions, this figure of $7.6 billion actually is not an accurate figure, is it, 
because by an earlier statement you pointed out in the part which 
impressed those gentlemen, that a certain percentage of the income is 
available where the families and the children are, and the other per- 
centage is not, and part of that is in that $7.6 billion, which you pointed 
out. Isthat not correct? 

Mr. Freeman. Well, the number of reductions last year was dis- 
tributed over so many factors, and so many items in the tax revision 
bill that as far as I know no serious attempt has been made to allocate 
the saving to specific income groups or to specific areas. 

I think it can be done, but it seems to me that so many groups of 
taxpayers benefit from it that the distribution of the reduction, and I 
am saying that only with considerable qualifications, might approxi- 
mate the distribution of the overall taxload. That might be true, but 
frankly I don’t believe anyone knows accurately. 

I am certain that if your committee requested the Treasury Depart- 
ment to make a study of that, that they would be able to get some more 
accurate data on the distribution of that reduction. 

Mr. Baty. Possibly we could clarify the question you asked, Mr. 
Thompson, to a certain extent. Back when the Korean trouble broke, 
we increased both the corporation rate and the individual rate, and 
in the act putting on that additional tax we fixed a deadline at which 
those taxes would automatically expire. 

They expired, you will recall, in 1953. They represented about 
$5 billion of the $7.6 billion reduction in taxes. The additional $2,600 
million was the result of reductions effected by the 83d Congress, and 
they applied largely to the field of dividends just as the point you were 
making. There was none of that relief went to the average taxpayer, 
and we kept the 5 percent additional corporation tax on, and we ex- 
tended it recently in this session of Congress. 





FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 679 


Mr. Tuompson. In other words, about one-third of this $7.6 billion 
is represented in the tax benefits other than dividends? 

Mr. Baer. It did not apply to the private individual. 

Mr. Freeman. Forty-six legislatures are meeting this year. Action 
to date indicates that the year 1955 may see more tax boosts enacted 
by State legislatures than any year in recent history. 

“May I insert a personal remark? I come from the State which 
collects the highest per capita State taxes in the Nation. At this last 
session of our legislature, which just concluded a few weeks ago, we 
boosted our taxes further, the sales tax, the business tax, and the 
cigarette tax, and we authorized some bond issues, and all of it was 
done for education, partly for common schools and partly for higher 
education. 

What really happened, sir, was this: Until 1953, Washington had the 
highest per capita State taxes, and then statistics were released by 
the Bureau of the Census that in 1954 we dropped to second place, and 
Delaware beat us. 

I think after the action of our State legislature, a few weeks ago, we 
are again ahead of Delaware. 

Mr. Battzy. From what source did they get this new tax? 

Mr. Freeman. Sales tax, business tax, cigarette tax, were the main 
items. There were a few minor tax boosts, but those were the three 
major items, and property taxes, incidentally. 

Mr. Bartzy. What part of it came from property taxes? 

Mr. Freeman. Well, it is not State property tax. What we did is 
this, sir. There are two things that were done about the property tax. 
Our schools receive under the statutes 14 mills, and they can locally 
vote additional millage without limitation. The assessments in our 
State, as in all other States, are not where they are supposed to be 
under our Constitution. So the legislature devised a formula under 
which the 14 mills for the schools will in effect be 17 to 18 mills. 

In other words, they will get about 3 or 4 mills in addition from 
property taxes in each individual district. Now, that is No. 1. 

No. 2, the legislature enacted something the Governor bad been pro- 
posing for many years, a statewide reassessment of all property in the 
State. 

Both of these items will, of course, increase the revenues of the 
schools. In addition to that we enacted something we have been trying 
to do for years, a school district consolidation act, to reorganize the 
school distriets, which again will help the fiscal capacity, because we 
now have too many small districts as most States do. Those small dis- 
tricts often cannot help themselves. 

But if you combine them into larger units, they can more easily 
stand on their own feet. When it comes to school support, I may add 
another point. I have the figure right here; it is taken from School 
Life, a publication of the United States Office of Education, the Jan- 
uary 1955 issue. 

In that issue they listed the State school aid in 1953-54 for the 48 
States. We divided that by the number of pupils in the same year, 
and found that while the national average of State school support is 
$102.03 per pupil the amount in Washington is $212.12. Only one 
State, Delaware, which runs its school system on a different basis, is 
higher than Washington. 
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On top of this, at the last session of the legislature, we raised State 
school support by pretty close to 25 percent. 

Mr. Bawtey. What percent of the school dollar comes from the 
State treasury ? 

Mr. Freeman. About 62 or 63 percent is from the State. 

Mr. Battery. That is almost the exact figure that West Virginia sup- 
plies to the schools. 

Mr. Freeman. That is right. Washington is the only State in the 
north where the schools receive such a large share of their income 
from the State. That was just an aside, at this point, with your in- 
dulgence, and if I may continue now. 

(Mr. Kelley assumed the chair.) 

Mr. Ketxiey. Will you proceed, Mr, Freeman ? 

Mr. Freeman. There is widespread feeling that the property tax 
which still is the mainstay of local school revenues has reached a limit 
which cannot be exceeded. Twenty to tweny-five years ago when prop- 
erty taxes accounted for more than half of all taxes collected in the 
United States, it could justifiably be said that property was bearing 
too great a share of the tax burden. Today this could be said of only 
a very few States. 

Property taxes averaged 5 percent of the national income earlier 
in the 20th century, reached 10 percent in the thirties, and now equal 
about 3 percent of the national income. Constitutional and statutory 
limitations generally restrict the number of mills that can be levied 
upon assessed valuations. 

Those valuations in most areas are only a fraction of true values. 
Particularly in some low-income States, as I pointed out earlier, prop- 
erty taxation has dropped below a reasonable level. The taxing pow- 
ers of school districts were thus reduced to a fraction of their legal 
entitlement. 

Borrowing capacity: Many States and local governments are not 
adequately using their borrowing capacity. One-third of the States 
have virtually no general obligation bonds outstanding. Interest pay- 
ments account for less than 1 percent of all State expenditures, com- 
pared with 9 percent in the Federal budget. 

In 1934 State and local debts an the Federal debt. In 1953 
the Federal debt amounted to eight times State and local indebted- 
ness. In terms of national income State and local indebtedness dropped 
from 33 percent to 11 percent during that period. 

Mr. Battery. Mr. Chairman, I think that we should make the ob- 
servation there that during this period we have fought some costly 
world wars, and most of the national debt did not go to the support 
of schools. It went to the defense of the Nation. 

Mr. Freeman. That is correct, sir. 

Mr. Batter. So there are unusual circumstances there that brought 
the national debt to the figure it is at the present time. 

Mr. Freeman. That is quite true. 

All States and most school districts can sell long-term general 
obligation bonds at lower interest rates than can the Federal Govern- 
ment. Cash and security holdings of State governments in 1953 
totaled $15.2 billion, about twice the sum of all State debts. 

Mr. Gwinn. Mr. Chairman, there is another sentence that is sur- 
prising and it needs repetition, it seems to me. 
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You say, as I understand your statement, that all States and most 
school districts can sell long-term general obligation bonds at lower 
interest rates than can the Federal Government ? 

Mr. Freeman. That is quite true. 

Mr. Gwinn. Is that not contrary to the general notion of things? 

Mr. Freeman. Well sir, at the present time the interest rate on 
school bonds. in the average is about 2.38 percent, that is the yield, as 
computed by the Daily Bond Buyer. That is on long-term bonds. 
Some sell for less. 

Two weeks ago, just when I left Olympia, the capital city of Wash- 
ington, we sold a bond issue of $1.5 million at 2.03 percent. 

Now, some districts pay more, but what we do in the State of 
Washington is this, to protect any district from having to pay high 
interest rates: The State finance committee, which invests State funds, 
bids on almost every municipal or school bond issue. In the case of 
Seattle or Spokane, the banks bid lower and get it. In the case of 
some less-known or small district, the State buys the bond issue, and 
we haven’t had anything beyond about 2.7 percent, I think, for about 
a year and a half or 2 years, or perhaps longer. 

A few States do that, and I think New York does it, and Massa- 
chusetts does it. 

That protects small districts from having to pay unduly high 
interest rates. 

State government investments in Federal securities alone totaled 
$8.1 billion. That is a 1953 figure. I just received from the Bureau 
of Census, the 1954 figure. By 1954 State investments in Federal 
securities had risen to $8,992 million. 

In other words, it is roughly $9 billion, which means that in 1 year 
the States had lent another $800 million to the Federal Government. 

(Mr. Barden assumed the chair.) 

Mr. Freeman. Some of these funds could be invested in local school 
bonds or in buildings instead of being lent to the Federal Government. 
Only few States do so now. New York does to quite some degree. 

Mr. Rooseverr. Could I interrupt for one question? Is your sug- 
gestion there that perhaps the Federal Government should refuse to 
allow State administrations to invest in Federal bonds, then, so that 
their money would be available for school construction ¢ 

Mr. Freeman. Absolutely not, but my suggestion is that more 
States do what a few States are now doing that is, invest their long- 
term funds in their own school buildings, and their own needs, rather 
than let their own needs go, frankly speaking, go to pot in some cases, 
and put their money into Federal bonds. 

Mr. Roosrverr. How is the Congress going to get that accom- 
plished ¢ 

Mr, Freeman. I am afraid that the Congress, has no direct power 
over investment of States, and I certainly do not believe that it would 
be appropriate for the Congress to stop States from investing their 
money any way they see fit. 

I think it is more an appeal to the States to do what they should be 
doing, to meet their obligation toward their own school districts. 

As I mentioned, it is unfortunate that too few States are doing it. 

Mr. Roosrvettr. Thank you. 

Mr. Freeman. The existing restrictions upon the fiscal powers of 
the States were imposed not by the Federal Government but by the 
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citizens of those States upon their own governments. They are not 
limitations upon the fiscal capacity of the States but only restrictions 
of the power of State legislatures to draw upon that fiscal capacity, 
The final power over taxes and debts rests in the people themselves. 
They imposed those limitations. They can alter or remove them if 
they find them out of step with contemporary requirements. 


FISCAL CAPACITY AND FEDERAL AID 


The discrepancies in fiscal capacity among States still are substan- 
tial. Disposable income per child varies from $9,680 in New York to 
$2,810 in Mississippi, a ratio of 3.5 to 1. A good case can be made that 
the residents of economically poorer areas should not be expected to 
tax themselves at exorbitant rates in order to support an adequate 
school system, and that they are entitled to some assistance from their 
more fortunate sister States. Fairness would require that low income 
States be expected to adequately utilize their own fiscal capacity be- 
fore they receive outside help. 

It is significant that no bill was seriously considered in recent years 
which would provide aid only to the States at the lower end of the 
economic scale. Bills under consideration provide grants-in-aid to all 
States. It might be difficult to prove that the citizens of States like 
New York, Connecticut, or Illinois, to name a few, are financially 
unable to provide for the education of their children. If they were 
unable, where would the Federal Government raise the money? 

It is a truism that all resources in the United States, all wealth and 
income, are located within the borders of the 48 States and subject to 
their taxing powers. The Federal Government has no major economic 
resource or taxing powers which the States lack. 

Yet the history of the past 20 years shows that the Federal Govern- 
ment has been far more effective than the States in expanding revenues 
and indebtedness. The control of the monetary system by the Federal 
Government and certain administrative advantages in the tax field 
may account for part of this. But the main advantage appears to lie 
in the political area. 

Chairman Barpen. May I interrupt before we get too far away from 
this? I would like a little further comment on this: “The Federal 
Government has no major economic resources or taxing powers which 
the States lack.” I don’t know that is clear to my mind. 

Mr. Freeman. Well, what it means is this, sir: The States constitu- 
tionally have all implied powers, and the only restrictions upon the 
taxing powers of the States are those not to tax foreign commerce or 
to discriminate against interstate commerce. 

In other words, the States cannot levy custom duties, nor tax inter- 
state commerce in a discriminatory manner. Those are, as far as I 
know, the only Federal restrictions upon State taxing. The Federal 
Government has only those taxing powers that were granted to it by the 
Constitution; that is, by the States. So that as far as legal power is 
concerned, the States are actually in a better position for example, the 
Federal Government cannot impose property taxes. 

If I may make an aside remark here, the local administration of the 
property taxes is so poor sometimes that I wonder whether property 
taxes would not be better administered by someone else. 
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Chairman Barpren. Of course, they do impose a property tax in- 
directly. Ifa piece of land, for instance, is condemned and taken, the 
person must pay a pretty sizable slice of that into the Federal Govern- 
ment, and then when the deed is put upon the record he must put a 
dollar tax stamp, a Federal stamp for every $1,000 involved in the 
transaction. So you do have that. 

You know the Federal Government has been rather ingenious about 
getting property taxes, as well as other taxes. 

But what I have in mind is this: Although your statement here is 
basically true, actually I doubt if it is true because I believe the Fed- 
eral income tax goes now to 84 percent ; does it not ? 

Mr. Freeman. 91 percent, I believe now. 

Chairman Barpen. All right, 91 percent. Now, according to your 
statement here the State has a perfect right to put 91 percent more, 
and that would make 182 percent. So from a practical point of view, 
] was interested in the meaning of your statement. 

Mr. Freeman. Well, sir, it doesn’t quite work that way, because the 
Federal tax basis is only income after deducting State taxes. 

In other words, the State comes first. Whenever you make out your 
Federal income tax return, you first deduct from your income what 
you pay to the State, so that you could never pay more than 91 percent 
under the Federal law angry, 

Chairman Barpen. Just following that, now, in other words, if 
the State of North Carolina put in a schedule of taxes, that is income 
taxes, as large as the Hederal.behedinlo, then the Federal Government 
would get no taxes from North Carolina ? 

Mr. Freeman. Theoretically, yes; but I do not believe, sir, that the 
obligations of the States within their own sphere could even approach 
a fiscal necessity of a tax of that size. 

Chairman Barpen. Back in my mind is this: I am sure that you 
realize this, that the Federal Government has invaded virtually every 
source of revenue that the States have traditionally enjoyed. The 
Federal Government has entered into the sales-tax field, and it has 
entered into every single field, and then some, that many of the States 
have heretofore had. 

Now, you come up with the unique solution to it that the thing for 
the State to do is to put more taxes on, and push the Federal Govern- 
ment out. I doubt if we could push the Federal Government out. 
You could not push that $20 off the deed that you put on record, and 
you could not push the sales tax off, and you could not push the in- 
heritance tax off. You could not push many of those taxes off. They 
are simply added layers. 

Mr. Freeman. That is right. 

Chairman Barpen. So that the problem that the State legislatures 
are meeting now, and it is a serious problem, is how with economic 
safety they can impose taxes on taxes already imposed ? 

Mr. Freeman. Mr. Chairman, I am sorry you were not here a few 
minutes ago when I mentioned that I come from a State which for 
some years has imposed the highest per capita State taxes in the 
Nation, and a few weeks ago we raised almost every tax, and we will 
be further out of line than we have ever been. I think we will eco- 
nomically survive, and no one is going to get hurt too much, And our 
schools will benefit from it. It is not that it was easy. It took a 
regular session and a special session of the legislature to do it. 
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I may mention here, sir, that I represent the governor on fisea; 
affairs in the legislature. It is my job to look after taxes, and it is not 
an easy one to persuade the legislature to raise taxes, as I think all of 
you know. 

But we did it in the State of Washington, and more States will do 
it, I think, this year than have been doing it for many years. I do not 
see any reason why it can’t be done in other States, too. 

Chairman Barpen. So you make no suggestion with reference to 
the further invasion of the State sources of revenue. You recommend 
that nous the States and the Federal Government continue to raise 
taxes ¢ 

Mr. Freeman. No, sir. I do not go into it in this statement, but 
my feeling would be that if Federal expenditures can be further re- 
duced, and the budget balanced, and Federal taxes be cut more than 
they were last year, then States will be in a better position to extend 
their own taxing and take care of their own services. 

Chairman Barpen. Thank you, sir. 

Mr. Gwinn. Mr. Chairman, may I suggest something that is already 
being agitated, that the States can push the Federal Government out 
by joining in a constitutional amendment limiting what the Federal] 
Government can take from the States. 

Chairman Barpen. Well, I understand the pushing around busi- 
ness, the American people have been pushed around long enough and 
they are beginning to realize it, as far as that is concerned. 

But I just do not like too much pushing to start, because they are 
just going to get run off. 

Mr. Gwinn. The Federal Government or the States? 

Chairman Barpen. The poor folks paying the taxes. You can 
call it what you please. 

Mr. Freeman. There is a close relationship at State and local levels 
between the approval of higher expenditures and the necessity of 
raising taxes. State and local budgets generally must be balanced. 
To increase teachers salaries or to construct a new school building 
may add 5 or 10 mills to the property tax or put another cent on the 
sales tax or raise the rates of the income tax. State and local officials 
must keep their taxing and spending program within the willingness 
of their constituents to tax and bond themselves because many of the 
decisions on tax rates and on bond issues are made by the voters di- 
rectly at the ballot box. 

At the Federal level there is no identifiable connection between a 
particular expenditure and the necessity to raise taxes. Thus the 
natural restraints which operate at the lower levels of Government 
are no longer effective. Only 3 of the last 25 Federal budgets were 
balanced. Congress can raise the debt limit and enact taxes without 
having to submit the issue to a vote of the people. 

It seems that the greater fiscal capacity of the Federal Government 
stems from the fact that new or greater Federal expenditures do not 
depend upon the approval of the people themselves to be taxed more 
heavily for a particular purpose. 

Other reasons for Federal aid: The fact that the States appear 
to have sufficient fiscal capacity to take care of their school needs 
does not necessarily rule out Federal aid. Congress has the responsi- 
bility of guarding the national interest. It is held by some that even 
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f the States are able to do so but do not provide the level of educa- 

tion that is required by the national interest, and that the national 
interest 1s adversely, affected by action or inaction of some States, 
that a case may be given for the Federal Government to seek ways 
of protecting the interest of the other States and the Nation. 

The question is then whether the judgment on the adequacy of the 
<chools by 48 State legislatures together with some 60,000 school 
hoards, directed by millions of citizens who control the action of their 
governments through direct votes on taxes, bonds, and school ex- 

penditures, shall prevail, or whether the Congress finds that it must 
( veri that judgment. That is a decision which only the Congress 
itself can make. 

It is evident that some States have not lived up to their responsi- 

bilities. The deplorable school conditions which were vividly de- 
scribed in testimony at congressional hearings in recent years could 
not exist if some States and communities had not fallen down on their 
obligations. Some schools are below the level that most Americans 
would regard as an acceptable minimum, and as giving those boys 
and girls the educational opportunity to which they are entitled. 

A study of school conditions in the various States shows that the 
discrepancies and inequalities are far greater within States than 
among States. They exist because of the failure of some State legis- 
latures to enact fair andadequate equalization programs. 

If those States do not use their own funds to the best advantage to 
ameliorate the wide discrepancies between school needs and economic 
capacity among their various communities, then there is no reason 
to believe that Federal funds would be allocated more wisely under 
State control. That is why the point has been made that Federal 
aid distributed under State control would not eliminate local de- 
ficiencies or provide a more equalized educational opportunity 
throughout the country. 

School construction aid proposals now before Congress: It seems 
to me that in considering the various aid proposals, particular atten- 
tion should be given to concentrating assistance in the areas with the 
most serious deficiencies. 

The administration proposal, H. R. 3770, aims at giving a helping 
hand to hardship areas while preserving and strengthening the princi- 
ple of State and local responsibility. It is somewhat like assisting a 
family to build a home. The family may not have enough cash or 
credit. A Federal guaranty enables it to obtain a long-term loan and 
make a low down payment. It protects the family against having to 
pay an excessive interest rate. But the family does not expect to 
get a subsidy, to buy its home at 50 cents on the dollar. 

Buying a school for a community is like buying a home for a family. 
The attitude of certain groups toward this program was illustrated by 
the remark of the school superintendent of one . of our lar gest cities, as 
re in the newspapers, “If somebody offers to give you $10 or 
lend you $10, which would you take?” This seems to me to be an in- 
appropriate and cynical attitude. 

There is a danger that H. R. 1565 may retard rather than re 
school-construction activity. The bill provides $500 million Federa 
aid per year to be matched by the States and communities at one- 
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third to two-thirds of the cost. It would require a State and loca} 
outlay of $500 million. 

But State and local governments are now spending more than $2 
billion a year for school construction. There would be no stimula- 
tion for them to raise their own efforts. Quite the contrary. School 
boards of districts which are ineligible for Federal aid in one year may 
be reluctant to recommend to their constituents to tax and bond them- 
selves for a new school if there is a chance that they may be able to 
buy it at 50 cents on the dollar a year or two later. Only a limited 
number of districts will be eligible in the first year or two, but many 
may postpone their plans in the hope of later participating in the 
Federal program. 

Some States whose superintendents have reported building needs 
of from $200 million to $300 million would under H. R. 1565 receive 
bet weert $10 million to $15 million, or $17 million a year in Federal 
aid. That would make a small dent in the accumulated needs, and 
be of no help in removing the major obstacles, the constitutional or 
statutory limitations on taxing and bonding powers. Movements to 
raise property tax assessments, to lift bonding limitations, to eliminate 
tax exemptions, to consolidate districts, to vote State or local bond is- 
sues, to vote or enact new or higher taxes will have some steam taken 
out of them if States and local communities have their hopes raised 
that the Federal Government may take care of their needs. 

Federal aid would accelerate school construction if several billions of 
dollars were appropriated. Otherwise, the great bulk of the $10 bil- 
lion to $15 billion construction needs will have to be financed by States 
and local communities. It is thus essential that Federal action aim 
at accelerating State and local activity. The best way toward this end 
it seems to me, is to impress upon States and communities which are 
lagging that the responsibility for the education of their children is 
constitutionally and morally inescapably theirs. 

The strength of American education comes from below and not from 
above. It comes from the parents and from the communities and not 
from Washington. The American people have built up over the past 
century and a half the greatest school system in the world under State 
and local responsibility. I believe that the American people will not 
forsake their children that they will rise to this challenge as they have 
risen to challenges in the past. 

Thank you very much, Mr. Chairman. May I remark again, Mr. 
Chairman, what I said in the beginning, that the opinions I have ex- 
pressed are only my own, and that my testimony is not on behalf of 
the Commission on Intergovernmental Relations. 

Mr. Keutiey. I have no questions. 

Mr. Perxrns. I have no questions. I am still anxious to see the 
witnesses complete their testimony as rapidly as possible. 

Mr. Mercatr. I have no questions. 

Mr. Lanprum. I have no questions. 

Mrs. Green. I have no questions. 

Mr. Roosrvert. I would simply like to ask in relation to the early 
part of your testimony, that the report of the Commission will be 
re to the President in June, and will the dissenting reports made 
oy Superintendent of Public Instruction Simpson of the State of 

— and others also be available to the President and made 
public ? 
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Mr. Freeman. Yes. All dissents, or additional statements will be 
printed in the appendix to the report. In fact, the report is at the 
printer’s now and all of those statements are included 

Mr. Rooseverr. And they will cover much of these same conclu- 
sions that you have reached here, and my understanding is that they 
cover much of the same ground and disagree with it to some extent. 
Is that correct 

Mr. Freeman. They cover the same ground, and in some of the 
dissents the reasons for the-dissent are spelled out in more detail and 
in some they are not. But they will all be printed in full. 

Mr. Roosrvert. Thank you. 

Mr. THomrson. Mr. Freeman, how many of the 14 signed the re- 
port; do you know ? 

Mr. Freeman. Well, actually I am not supposed to talk about rec- 
ommendations, but there have been several news leaks, so I might as 
well say what has already been in the newspapers. Ten did and four 
did not. 

Mr. Tuompson. Did Commissioner Brownell sign it ? 

Chairman Barpen. I do not believe that we should go into that. 

Mr. TxHompson. I think it is proper because the gentleman has given 
a very fine report, and says that he is here on his own, but it obviously 
is largely based on the report which is at the printers. 

Mr. Wainwricut. Dr. Brownell is here, and why not ask him. 

Mr. Tuompson. He is not on the stand, Mr. Wainwright. 

Chairman Barpen. My only purpose in just mentioning that was 
that I did not know what confidence the gentleman might be under, 
and I did not want to embarrass him if the information was confi- 
dential and of a nature that you did not feel in good conscience you 
should reveal. 

I think there comes a time when we had better stick together on 
matters of that kind. 

Mr. Freeman. Thank you, sir. 

Mr. TuHompson. I have no further questions. 

Chairman Barpen. I did not want to cut the gentleman off. 

Mr. THomson. I understand, Mr. Chairman, perfectly. 

Mr. Upatt. I have just arrived, and I am too ignorant to ask any 
questions, 

Chairman Barpen. I will take issue with the gentleman on that. 

Mr. Perxrns. Was the data on which you based that statement 
marked “classified” ? 

Mr. Freeman. Sir, I mentioned earlier in the statement that while 
the Commission has not authorized a release of the recommendations 
prior to their submission to the President, that the Chairman of the 
Commission last week authorized me to present to this committee 


factual data that were gathered during the study, or which I may 
otherwise have. 


Mr. Perxrns. That is all. 
Mr. McConnetu. I have no questions. 

_Mr. Gwinn. Mr. Freeman, have you material on the States in par- 
ticular, and your statement here is quite general in principle? In your 
studies did you cover specific States ? 

Mr. Freeman. We have quite a few statistical tables, showing data 
on various States. Of course, this statement inevitably had to cover 
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the national picture, and I could not go into any individual State, 
But I have data here on individual States, and some of this data wil] 
be in the statistical tables and graphs in the report. 

So if you have any particular question, I will try to answer it, but 
obviously a statement like this had to limit itself to just the national 
picture. 

Mr. Gwryn. I do not want to take the time of the committee to 
extend this excellent statement, but I think it would be very helpful 
if the witness has the breakdown of his general statement in terms of 
States with regard to their capacity and their needs, and their ability 
to meet their own needs in terms of figures. I think it would be very 
helpful to have it. 

I should like to request it if the committee agrees. 

Mr. Freeman. Well, sir, all of this information is in the report 
which will be out in 2 months, and I can answer specific questions. I 
am leaving Washington tonight, but if you have any other questions or 
any written information you would wish to have, of course I would 
be very glad to get that together. 

Mr. Gwin. I might make the request for certain information. 

Mr. Freeman. I will be available to this committee at any time for 
written statements or otherwise. 

Chairman Barven. Do I understand the gentleman is requesting 
tables that are incorporated in the report that is now at the printer’s! 

Mr. Gwinn. Well, I was not asking specifically for that information 
in that report, unless the witness himself has the information apart 
from that report. 

Could we do it this way? Ido not care for all of the States. We 
have a great deal of testimony now on some of the States. 

Might I be permitted to write the witness for certain State figures, 
and then I would offer that statement which I may get from Mr. Free- 
man to the committee. 

Chairman Barpen. I think that would be very proper, and I am 
quite sure the gentleman would prefer doing it that way. 

Mr. Freeman. Yes, sir; if any member of the committee would like 
to have specific information on certain States, or a number of States, 
and the data on which we have in the report, and you would write to 
me, at the Governor’s office, Olympia, Wash., then I will be very happy 
to submit whatever information I have. 

Chairman Barpven. Are there any questions, Mr. Smith? 

Mr. Smrirn. Mr. Freeman, you have mentioned from time to time 
here the 14 high-income States, and the 14 low-income States. Now, 
when you say “income,” do you refer to money available for schools, 
or do you mean the general income of that State? What is the basis 
of that? 

Mr. Freeman. What we meant by that, sir, is that we took the per- 
capita income, and then we divided the States into 4 groups, the 12 
highest, and the 12 medium high, and the 12 medium low, and the 12 
lowest, and then we took the average of the highest and the lowest, and 
compared the 2 to see whether there was a definite trend or not. 

Mr. Smirn. That was what I wanted to know. 

Mr. Freeman. That is the way we did it throughout the report, both 
in statistical tables and in graphic charts. 

Mr. Smirn. Thank you. 
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Mr. Warnwricur. There are a number of questions I would like to 
ask, but I would like to respect his request that he not be asked ques- 
tions regarding the recommendations of the Committee on Education. 

The statement on page 10 that you made that you felt that the States 
had more often taken the burden away from the local community 
through the medium of State aid, you do not go on and add that the 
construction, that would probably be true if the Federal Government 
threw in Federal aid. I presume that you would follow that. 

Mr. Freeman. Well, sir, if you see on page 9, the last sentence, 
“This experience should be kept in mind in considering the program 
of Federal aid.” 

In other words, human nature is probably the same at every level of 
Government. 

Mr. Warnwricut. I assumed that would be a logical conclusion that 
would follow through. 

Mr. Freeman. It seems to me it is just human nature that if you 
have some other way of doing something that is easier than doing it the 
hard way, that will be done. 

Mr. Warnwreicut. Do you feel that the Federal Government has 
more than a reporting responsibility, a data recording responsibility in 
regard to the education of the American people? 

Mr. Freeman. I am afraid that is a very broad question, which 
frankly I spent hours and days in writing various chapters, and re- 
writing them, and I cannot answer it in just one sentence. 

The Federal Government has a far broader responsibility than just 
reporting. That I am convinced of. But to detail it would take far 
more time, 

Mr. Wainwricur. Let me change the question: Where do you think 
the prime responsibility lies? 

Mr. Freeman. For education, with the States and the local com- 
munities. 

May I say this, that in my opinion the primary responsibility for 
education lies neither with the States nor with the local communities. 
I believe that the primary responsibility for children, for their up- 
bringing, lies with the parents, which includes the feeding, the hous- 
ing, clothing, and education, and only education is generally carried 
out as a community responsibility, partly aided by the State. 

But the prime responsibility is morally, inevitably and inescapably 
with the parents. 

Mr. Warnwrient. The last question is, Do you know, or are you 
allowed to tell us on the basis of this survey, whether there are any 
States that could not solve their own school building problem ? 

Mr. Freeman. The conclusions and opinions I gave you are my 
own, and I am not permitted at this time to submit any recommenda- 
tions of the committee, so that any similarities which may be found 
living or dead would be purely coincidental. 

Mr. Watnweieut. What is your own opinion, then ? 

Mr. Freeman. My own opinion is that there isn’t a State in the 
Union that couldn’t do much more than it is doing right now. 

Mr. Warnwricnut. Well, that really is not a direct answer. In your 
own opinion, your personal opinion, is there any State that could not 
solve its own problem ? 

Mr. Freeman. I believe they could, sir. I believe that the question 
of what constitutes an adequate education should be subject to the 
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judgment of the m_ of that State, the parents, through the commu- 
nities and through the State legislature. I believe that generally there 
should not be one uniform level of education prescribed throughout 
the country. 

Mr. Wainwricut. But accepting your own statement of adequacy, 
do you feel that there is any State that could not handle its own sit- 
uation ? 

Mr. Freeman. No, I believe that every State could handle its prob- 
lems if it really went to it. 

Mr. Upatu. Would the gentleman yield ¢ 

Mr. Warnwricut. I have no further questions. I yield the floor. 

Mr. FretincHuysen. I am sure all of us have been interested in 
your testimony, and I do not want to prolong this either, in view of 
the time, but I should like to ask you whether you think that the report 
of the Commission on Intergovernmental Relations would be valuable 
to the committee if it were available at this time? 

Mr. Freeman. I have no doubt about it, but the Commission feels 
that it would be inappropriate to make the report available before it 
is submitted to the President. 

Chairman Barpen. The gentleman asked that you yield to him, and 
I did not know whether you heard him. 

Mr. Roosrvett. Would you yield for one question, and I did not 
want to get too far away from the statement which Mr. Freeman made. 

In his opinion, he said that each State and community should be 
able to set its own standard of education. I would like to ask you how 
that could possibly work to the welfare of the country, when there is 
such an interchange of population. Would it not be very unfair for 
a child to have a low standard of education in one community, because 
that is what that community wishes, and then have it moved to another 
area where it is competing with children of a much higher standard 
of education ? 

Would that not result in great difficulty for that individual, let 
alone the other problems which would arise? 

Mr. Freeman. That is correct, sir. In fact, I believe that the stan- 
dards should not just be set by the community, but by the community 
in cooperation with the State, because the State itself has the final 
responsibility for setting certain minimum standards. 

Mr. Roosevetr. Would you not carry that to cooperation between 
all States? 

Mr. Freeman. Frankly, it is this: All grants of power to a govern- 
ment are conditional, and I believe that I mentioned that if the action 
or inaction of some States would seriously interfere with the national 
interest, or with the interest of some other States, then there is some 
right of the Federal Government to protect the interest of the other 
States and of the Nation. 

Now, I do no know whether we have reached that point in the case 
of the schools, and, in fact, I doubt it, but I can conceive of a situa- 
tion were certain actions of a State in the school field, or in any other 
field, would so seriously affect other States that there might be some 
reason for doing se ang about it. 

To use a comparison: You can do on your property what you please, 
but if something on your property endangers somebody else’s i args 
that gives the other man the right to seek a remedy. I think it is 
somewhat along that line. 
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Mr. Roosrvett. Iam glad you qualified it somewhat. 

Mr. Upatxi. Would the gentleman yield ? 

Mr. FRELINGHUYSEN. Yes, I will yield. 

Mr. Upatx. The question was asked before, and this disturbs me, 
whether you knew of any State that could not handle the problem. 
Is not the real question under existing State arrangements for financ- 
ing and all, whether there are any particular school districts that can 
handle the question? We do not deal with it on a State level, at the 
present time. We deal with it on a local level. 

Mr. Freeman. Well, under the State constitutions, 47 of them, 
education is a responsibility of the State. The provision of a state- 
wide school system is a responsibility of the State. School districts. 
exist only because they are created by the State legislature, and they 
only have the powers which the State gives them. 

Mr. Upau. I am talking about the financing and building of schools. 
Is not the real question whether the community can do it and not the 
States ? 

Mr. Freeman. I am sorry, sir, but I do not know what State you are 
from. 

Mr. Upaut. I am talking about most States. I am from Arizona. 

Mr. Freeman. Half of the States have some system of building aid. 
We in the State of Washington have a considerable system of State 
aid, and so has California, and so have many other States. The fact 
that some States aren’t doing it now may be held against those States, 
but not necessarily cy 40r" the system. 

Mr. Upatu. I yield back. 

Mr. Freeman. I believe that the financing of school buildings in 
some communities is sometimes a more serious problem than raising 
money for current operating purposes. The State has a responsibility, 
unquestionably, to help areas which cannot help themselves. If the 
State doesn’t do it, then it is because the people of that State so 
decided. Sometimes it may take much longer to arrive at the right 
solution under our system of Government. But I hope we will get 
there. 

Actually, State participation in school support has been rising. 
Back in 1930 the States contributed about 17 percent of the current 
school revenues, and by now it is a little over 40 percent. State school 
building aid, 20 years ago, was almost unheard of, and today almost 
half of the States have it. So it is gradually expanding. It is grow- 
ing more slowly than most of us would like to see it, but I am afraid 
that is probably true of quite a few others things, too. 

Mr. Frevtincuuysen. In view of what you say, Mr. Freeman, I 
assume that you see no reason why the Federal Government should be 
precluded from assisting in the solution of this problem, if the method 
is carefully considered before we provide legislation. 

You have suggested that the States could do more, and in the same 
way, I think that your testimony has been that the Federal Govern- 
ment could help provide an incentive and stimulus to get the States and 
local communities to live up to their responsibilities. 

Mr. Freeman. If it is done in the right way ; yes, sir. 

Mr. Fretancuuysen. And you indicated that the President’s pro- 
posals at least should give us good grounds for thought, anyway ? 

Mr. Freeman. Yes, sir. 
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Mr. Fretincuvuysen. To get back to the Commission on Inter- 
governmental Relations, their recommendations, in view of the sub- 
stantial news leaks about what the subcommittee has recommended, I 
am wondering why it is that there has not been any authorization of 
the release of the recommendation. Has that actually been con- 
sidered ? : 

Mr. Freeman. The Commission discussed it, but decided otherwise, 
and I am in no position to change that. They decided against releas- 
ing any subcommittee report, and decided that the subcommittee 
reports would be released at the same time as the overall report of the 
Commission. 

Mr. Fretincuuysen. How do you account for the news leaks of the 
subcommittees’ reports ? 

Mr. Freeman. I would prefer not to talk about it on the record. 

Mr. FRrevincuouysen. I withdraw the question. 

To get back to the factual information in your report, Mr. Freeman, 
which you say is your main reason for being here, [ am wondering on 
page 3 about your statement that to take care of the enrollment in- 
crease, the public schools will need an addition of not more than 
40,000 classrooms and teachers each year until 1960. 

Mr. Freeman. I am sorry, but I did not say of not more. I said 
more than. 

Mr. Fretrncuvysen. It is more than? 

Mr. Freeman. Yes, sir. 

Mr. FRELINGHUYSEN. How does that compare to the estimates which 
Secretary Hobby furnished this committee, that roughly 60,000 class- 
rooms a year for the next 3 years would leave a deficit of 176,000 
classrooms ? 

Mr. Freeman. I believe Secretary Hobby’s statement was based on 
the assumption that 60,000 will be built, but not that 60,000 are needed 
to take care of the enrollment. 

In other words, 40,000, or whatever it is, in that neighborhood, will 
take care of the enrollments increase and the other classrooms would 
take care in the first place of existing shortages, and in the second place 
of obsolescence. 

Mr. Freytincuuysen. But you are not suggesting that more than 
50,000, and I assume it would not be much more than 40,000, would 
be adequate to provide adequate classrooms for our children ? 

Mr. Freeman. No, sir, because that would take care of only the addi- 
tional children, but we do have some very serious shortages which have 
to be dealt with somehow. So that I believe that the extent of school 
building activity should be and must be extended beyond 60,000. In 
the current year, in 1955, we are running slightly higher than that, if 
we keep the rate up. It is possible that we may wind up with far more, 
maybe 70,000. I donot know. 

But I think that that is needed if we are to substantially alleviate 
the existing shortages. 

Mr. Fretincuuysen. It is not clear from your testimony to me at 
least, whether you are or are not quarreling with the estimates which 
the Department has furnished us of need. 

On page 7 of your report, you say that you analyzed the school fa- 
cilities survey thoroughly, and then you criticize it severely. 

Mr. Freeman. Yes, sir. 
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Mr. Fretrnecuuysen. Are you analyzing both phase 1 and phase 2 
and the estimates ? 

Mr. Freeman. I have not seen a report on phase 2, except a few ad- 
vance news releases. I have not seen the reports themselves and there- 
fore, I am in no position to analyze them. 

Mr. Fretincuuysen. I will be delighted to give you the statement 
of Mrs. Hobby which gives a detailed breakdown. 

Mr. Freeman. I have seen that statement. It only gives overall 
totals. I am in no position to analyze it without having the break- 
downs. I have full confidence in the Department that the figures are 
correct. 

But the only way for me to analyze it would be for me to have the 
reports of the individual States and go through it. That, of course, 
I have not done because I don’t have the information. 

Mr. Fretincuuysen. On page 7 of your statement, you indicate 
that you have analyzed the projection which the Department made 
of 470,000 classrooms that would be needed by 1939. That is the state- 
ment that basically Mrs. Hobby says is correct as the result of phase 2 
and that a 60,000-classroom-a-year building program will leave a net 
deficit if we dono more than that, of 176,000 classrooms. 

Are you quarreling with that figure or not ? 

Mr. Freeman. No, sir, what we really analyzed was the status phase 
survey which you know, and many comparisons and investigations 
were made under this survey. I may give you just one example, if 
you will permit me, which I think is one of the outstanding cases in it. 
The situation with which I am particularly familiar is that of the 
State of Washington, and its neighboring State of Oregon. 

Washington and Oregon have had a very parallel development in 
the population growth, and in the growth of enrollment, and in fact 
in the school-building activities. Only Washington has about 50 per- 
cent higher enrollment than Oregon. 

The school-building deficit in Oregon is stated here at $14,384,000, 
and in Washington it 1s stated at $249,921 ,000. 

One of the two figures is incorrect. Maybe both of them. But the 
need couldn’t be $14 million in Oregon and $250 million in Washing- 
ton. I could quote you several other examples from this survey which 
prove that the data just are not comparable because the concepts were 
different, entirely different. Frankly, I have seen this long-range 
survey just for Washington and Oregon, those are the only States I 
have seen, and again they are entirely different, noncomparable, but to 
go into that I would have to go into personalities and a few other 
things, and I would rather not do that on the record. 

_Mr. Fretincuvysen. I am not sure I understand how valid you con- 
sider the estimates which we seem to be relying on. Do you consider 
these totally unreliable estimates or not 

On page 16 of your own report, you estimate, at the bottom of the 
page— 

Otherwise the great bulk of the $10 million to $15 million construction needs will 
have to be financed by States and local communities. 

How do you estimate, or what figures did you use to arrive at esti- 
mates of that size unless you used the Department figures ? 

Mr. Freeman. That was an overall rough estimate, and frankly 
this particular estimate comes from the Commissioner of Education, 
and it seems to me to be reasonable. | 





694 FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 


Mr. Fretrncuuysen. Is it not based on the report which you your- 
self are criticizing so severely ? 

Mr. Freeman. Only sadly 

Mr. Fretincuuysen. Why are you using it, then ? 

Mr. Freeman. The overall figures of these needs, I think, are prob- 
ably correct. But the survey, State, by State is incorrect. 

Mr. Frevincuuysen. Have you anything better to suggest for us as 
a guide, if as you say what we want to do is to pinpoint the need as 
much as we can, and to provide Federal assistance of a kind which wil] 
not retard local and State efforts? How are we going to do that un- 
less we can pinpoint on the basis of some accurate figures? 

Mr. Freeman. I do not think that these figures State by State here 
are accurate. 

Mr. Gwinn. Will the gentleman yield toa point? I think there isa 
confusion between the gentleman from New Jersey and the witness as 
to the total columns and items covered. You are speaking of school- 
room needs and there is another column of deficits in the statement. 
I understand the witness’ attack here this morning was on the deficits, 
or the incapacity of the States to meet their own needs, that he is 
quarreling with. 

Mr. Frevinenuysen. Well, the gentleman quarreled with a lot of 
things about the school facilities survey, and part of it was the capacity 
of the States. But I do not think the report itself spelled out whether 
or not States could not do more. The dollar figure of a deficit may give 


a mistaken impression. That is without going behind the bold figures, 
but I think the members of this committee certainly realize that those 
in themselves are insufficient guide as to what a real need is in a par- 


ticular State. 

Mr. Gwinn. If there were no deficits, whatever the needs were, then 
I think this committee would come to a conclusion that the States could 
meet their own needs. 

Mr. Frevincuuysen. I think more or less as the witness is pointing 
out, the taxpayers are going to have to face up to the problem anyway, 
whether it is done.at the State level or the Federal level. 

But it is a question, as I see it, and I think the witness is agreeing 
that the Federal Government does have a role, and it is a determina- 
tion of what that role is, and in part that depends on a pinpointing of 
need 

How are we going to decide where the need is, and what it is unless 
we can rely on figures such as are found in these surveys? 

Mr. Freeman. I am afraid this survey is not reliable in the amounts 
or in the classroom needs State by State. I could give you some States 
where the number of satisfactory classrooms, or buildings, is less than 
the number of buildings built in the last 11 years. 

In other words, not even some of the buildings that were built as 
recently as 11 years ago are all satisfactory and all of the others ap- 
parently are no good. 

Now, I can quote you some other States which have built very little 
recently, and where most of the buildings are old, and 60 or 70 percent 
of the buildings are classified here as satisfactory. 

Now, everybody used his own judgment, and if you add two things, 
which are based on different stan pode what do you have? 

Mr. Fretancuuysen. I understand that you are doubtful as to the 
validity of conclusions which might be drawn from this school facili- 
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ties survey, but I still am in doubt as to whether your subcommittee 
came up with anything as good, and if so, what? 

On the basis of what I can find in your own testimony, what conclu- 
sions you used about needs and so on are based on the survey, and not 
on information which you have developed independently of that. 

Mr. Freeman. Well, you see this survey cost $6 million, and our 
subcommittee had very little money, and we could do very little in the 
way of going out to States and doing our own surveys. In fact, we 
did nothing of the sort. We could only draw some conclusions from the 
evidence we had at hand. 

So that I would not say that from this survey I could say how much 
is needed in my State or in any other State. 

Mr. Fretincuuysen. To get back to my original question about 
what you estimated would be the needed classrooms in the figure of 
more than 40,000, is that a figure which you arrived at by your own 
independent research, or is it a figure based on the same material 
found in the school facilities survey ? 

Mr. Freeman. No, sir. The increase in the public schools in en- 
rollment, averages about 1.2 million pupils a year. You divide that 
by 30, and it gives you 40,000. 

Mr. Fre~incHuysen. It is as simple as that, and you definitely are 
not relying on any information furnished you by the Office of Edu- 
cation to arrive at that figure? 

Mr. Freeman. Not on this figure. Otherwise, I received a great 
deal of information from the Office of Education, and they helped us 
a great deal. Generally their figures are reliable, but this survey was 
not made by the Office of Education. They just compiled the figures 
which they got from the States. 

Mr. Frevincuvysen. I am not criticizing the Office of Education 
by suggesting that maybe some of the figures which they have pulled 
together are inaccurate, or by agreeing with you that they may be 
inaccurate. 

Mr. Freeman. Yes, sir. 

Mr. Fretincuuysen. That is all I have, Mr. Chairman. 

Chairman Barpen. Thank you, sir. 

I believe Mrs. Hobby has some representatives here. 


STATEMENTS OF ROSWELL B. PERKINS, ASSISTANT SECRETARY 
OF THE DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE; 
DR. SAMUEL M. BROWNELL, COMMISSIONER OF THE UNITED 
STATES OFFICE OF EDUCATION; AND JOHN N. MITCHELL, NEW 
YORK, N. Y. 


Mr. R. B. Perxrns. I regret to say that Secretary Hobby is unable 
to be here this morning, but Dr. Brownell and I are representing her. 


It is a pleasure to come before you n to resume our testimony. 
You will recall that when we were before this committee on March 
31 we were discussing some aspects of title 2, authorizing Federal 
support for State school building or financing agencies. We had 
completed the Secretary’s direct statement on titles 1 and 2, and were 
going back and picking up some of the legal and financial questions 
raised with respect to title 2. 
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You will recall that with respect to certain legal aspects we had 
witnesses Mr. Orrin G. Judd and Mr. Earl Moore. They discussed 
these questions with the committee. Because of the committee’s interest 
in the financial aspects of title 2, and the arrangements which would be 
established under that title, we have invited Mr. John Mitchell of the 
law firm of Caldwell, Marshall, Trimble & Mitchell to present some 
statements of clients, bond houses, or bond experts, and he is here to 
answer any questions relating to the financial aspects and to the legal 
aspects that relate to the bonds themselves. 

With your permission, Mr. Mitchell will proceed with a short 
statement. 

Chairman Barpen. Mr. Mitchell. 

Mr. Mrrenetyt. My name is John N. Mitchell. I am a member 
of the bar of the State of New York, and a partner in the law firm 
of Caldwell, Marshall, Trimble & Mitchell, which has offices in New 
York City. 

For more than 70 years our firm has specialized in the practice of 
municipal law and the law of municipal finance and in such capacity 
we are commonly referred to as bond counsel. Our practice includes 
the representation of many States and their political subdivisions and 
public bodies, including authorities and agencies, in connection with 
the financing of public improvements and facilities. 

In our work in this field we frequently represent many of the coun- 
try’s larger banks and investment bankers who underwrite the obliga- 
tions of these governmental entities. 

In view of this background we were called in to assist in the prepa- 
ration of title II of H. R. 3770. We worked with the staff of the De- 
partment of Health, Education, and Welfare and certain well-known 
investment bankers in formulating the financial aspects of the program 
under title II for Federal financial assistance to State school building 
agencies. 

In our opinion, the provisions of title IT of H. R. 3770 provide a 
sound vehicle by which Federal financial assistance may be given to 
State school building agencies for the purpose of helping the States 
to provide school facilities to local communities and that the bonds or 
other obligations to be issued by such State school building agencies 
under the proposed plan of financing will be adequately secured and 
readily marketable. 

T have before me the written statements of three of the investment 
bankers in the field of municipal finance discussing the marketability 
of the obligations to be issued by State school building agencies under 
the proposed plan of financing to be assisted by title IT and would like 
to read the same with the permission of the committee. After that 
I would be pleased to answer any questions relating to the contents 
of such statements or the opinions I have expressed. 

With your permission, Mr. Chairman, I will proceed. 

Chairman Barpen. You may continue. 

Mr. Mircnetu. The first statement is that of Orlando S. Brewer, a 
partner in the investment banking firm of Phelps, Feen & Co., of New 
York City. Mr. Brewer is a past chairman of the municipal section 
of the Investment Bankers Association of America. His statement 
follows: 
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To the Committee on Education and Labor of the House of Representatives. 

This statement concerning title II of H. R. 3770 is limited solely to the security 
and marketability of the proposed bonds. 

Such bonds of the State school building agencies will be secured by a first 
lien on the revenues received by the State school building agency in the form 
of rental payments contractually agreed upon between the State agency as lessor 
and the various local school districts as lessees. These annual rentals are to 
be sufficient to pay, to the extent that payment is not otherwise provided, the 
annual debt service, one-fourth of 1 percent of the original principal amount of 
the issue and the cost of maintenance, repair, replacement, insurance, and ad- 
ministration. Funds for these rental payments will be provided through the levy 
of taxes by the local districts and/or by State aid contributed to the local school 
districts for school purposes. 

Further investor protection will be provided in a basic reserve fund estab- 
lished in an amount equal to the maximum annual debt service of the bonds 
issued. One-half of this reserve will consist of Federal payments made by the 
Commissioner of Education, annually maintained by additional advances if 
necessary, the faith of the United States being solemnly pledged to the payment 
of all sums contracted for. An equivalent initial advance will be provided by 
the State, supplemented, in the event of withdrawals, by payments subject to 
and within the limits of appropriations made available for this purpose. 

A supplemental reserve fund will also be established consisting of all sums 
collected through the one-fourth of 1 percent of the original principal amount 
of each issue collected as a part of the rental payments. Excepting withdrawals 
to meet annual debt service in any year in which rentals collected are insuffi- 
cient for this purpose, the supplemental reserve shall cumulate until such time 
as the aggregate of both reserve funds shall exceed two times the maximum 
annual debt service on obligations for which said reserve funds have been 
provided. 

The bond security factors reviewed in this statement should insure under- 
writing and investor acceptance. Where possible, rental contracts between the 
State school building agency and the local school district, may be simplified by 
termination when all outstanding bonds are retired or provision made therefor. 
The lease agreements between the State agencies and the local school districts 
should provide that the local school district shall not engage in building or 
leasing any competing facility until.all outstanding obligations have been retired 
or provided for. This restriction should not be construed as prohibiting expan- 
sion of school facilities necessitated by enrollment requirements. 

Under the conditions outlined in this statement, it is our opinion that the 
resultant State school agency bonds would be readily marketable. 


Chairman Barpven. May I right at that point ask you this question, 
Mr. Mitchell, that hinges on that statement : 

We will take a school district which is laid out in the State. It may 
be within a county, or it may be a county. We will assume that the 
district or county has already reached its legal bonding limit, or the 
limit beyond which it cannot create debts. 

How, even though it goes through the State and the State issues 
the bonds, and the bonds are an obligation of the State and the State 
owns the building and leases the building to that county, or the build- 
ings as the case may be, could that county then exceed its indebtedness 
to raise the money to pay its proportionate part on the bonds issued 
by the State? 

_ Mr. Mrrenet. In a substantial number, by far the majority of 
States, the entering into a lease arrangement for any period of years 
does ‘not constitute the incurrence of an indebtedness within their 
constitutional debt restriction. 

In States where the courts have construed lease contracts as 
creating an indebtedness within constitutional prohibitions, it is con- 
templated, I understand, under this program, that the lease arrange- 
ments be made on an annual basis payable from current appropria- 
tions of funds. Under no circumstances or no court decisions have such 
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leases been held to create indebtedness within those constitutional] 
prohibitions. 

Chairman Barpen. But in reality, we are increasing the obligation 
of the school district, or the county that takes on that ? 

Mr. MircHe.u. We are increasing the moral obligation of the local 
school district that has entered into this lease arrangement, to continue 
to avail itself of the facilities and to ire them under the terms of 
the program upon which it entered. e legal obligation, of course, 
would terminate with the lease at the end of the year. 

Chairman Barpen. We are just wrestling a little bit with the answer 
to the problem of when it is right to do wrong, are we not ? 

Mr. Mrrcuety. Yes, sir, and as I have observed people have differ- 
ent approaches depending upon their consciences, particularly in pub- 
lic ofice. The communities we have found—— 

Chairman Barpen. Now, lawyers are pretty efficient in that field, 
are they not? 

Mr. Mrrcuey. I was about to pay a compliment to the communities 
in our long experience. We have Euad almost without fail that the 
public conscience is one that people can rely on. In the long run, the 
community does what is best for the community and lives by its obli- 
gations. 

Chairman Barpen. I think the gentleman isright. Will the gentle- 
man continue? 

Mr. Mrrcuet. The second statement is submitted by Mr. Cushman 
McGee, who is a partner in the firm of R. W. Pressprich & Co. 

Mr. Warnwricat. Is it conceivable, in view of the fact that these 
are rather long statements, and they are repetitious of each other, 
that they could be just inserted in the record ? 

Chairman Barpen. What is the desire of the witness? Are they a 
repetition of the statement ? 

r. Mrrcneiy. The statements are repetitious to the extent that they 
all state that the obligations that would be issued by the State building 
agencies under this program set forth in title 2 of the bill would be 
eminently marketable, and adequately secured. They have discussed 
in their statements various factors which lead them to such conclusions. 

Chairman Barpen. Now, I shall leave it to the gentleman to decide. 
If you prefer you may insert that in the record, but if you prefer 
to read it, the Chair will recognize you. 

Mr. Mrrcney. I would like the consideration of this one further 
statement. It is perhaps a more detailed analysis of the reasons for 
the conclusion reached. I think that it would be of benefit to the 
committee to have it before them. 

Chairman Barpen. Thank you, sir. You may proceed. 

Mr. Mrrcuety. This statement is by Mr. Cushman McGee, a part- 
ner in the investment banking firm of R. W. Pressprich & Co. He is 
a former are comptroller of the State of New York and comptroller 
of the Port of New York Authority. He is eminently qualified to 
speak on the subject of public finance. 

I will proceed with the statement addressed to the Honorable 
Graham A. Barden, chairman, and the honorable members of the 
Education and Labor Committee of the House of Representatives: 

Re H. R. 3770, a bill to authorize Federal assistance to States. and com- 


munities to enable them to imerease public elementary and secondary school 
eonstruction. 
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This statement has been prepared in answer to a request for an opinion regard- 
ing the marketability of bonds to be issued by State school-building agencies 
pursuant to title 2 of the bill. 

For your information, the undersigned would like to identify himself as being 
engaged in the investment banking business. For most of the time since 1927, 
I have been so engaged, particularly in respect to the underwriting or pur- 
chasing of obligations of States, State agencies, and municipalities. My business 
association principally has been with the firm of R. W. Pressprich & Co., of Bos- 
ton, New York, and Philadelphia, of which I have been a partner in recent years. 

A primary objective of title 2 of the bill is to provide a method for financing 
school building construction in school districts whose debt limits are too restric- 
tive to enable them to issue their own bonds, or whose borrowing power is not 
adequate to enable them to borrow at moderate interest rates. In my opinion, 
title 2 will permit the accomplishment of this objective, as the title establishes 
a method for Federal and State cooperation which will be of distinct aid to 
school districts. In effect, the title makes use of a fundamental concept of 
State action which has been proven workable in the cases of the Commonwealth 
of Pennsylvania and the State of Georgia. 

Federal support, as contemplated by title 2 of the bill, will enable State 
school-building agencies to make contracts with local school districts having 
such terms as to avoid conflicts with constitutional requirements in the various 
States. With such Federal support, the bonds to be issued by the State agencies 
will be well secured and marketable at reasonable interest rates. The level 
of interest rates, of course, will depend upon the condition of the bond market 
at the various times of sale of bonds. 

Title 2 contemplates that the bonds issued by each State school-building 
agency will be secured by a first lien on the rentals to be paid to such State 
agency in accordance with a contract or lease agreement executed by the State 
agency and individual school districts. The annual rentals for the local school 
buildings are to be established at rates sufficient to pay the principle and interest 
upon the indebtedness, plus one-fourth of 1 percent of the original indebtedness, 
in addition to the cost of maintenance, repair, replacement, insurance, and ad- 
ministration by the State agency. Moneys needed for such annual payments by 
local school districts will be collected by them from local taxes or received from 
such State aid as may be contributed and applied for such purposes by authoriza- 
tion of State law. 

The security and marketability of the bonds to be issued by the State agencies 
will be derived in part from the basic reserve fund which is to be established 
by both the United States and the State, the amount of such fund being equal to 
the maximum annual debt service upon the bonds issued by the State school- 
building agency. 

Of the initial amount of such fund, one-half is to be provided by the United 
States, and additional advances shall be made by the United States, if such addi- 
tional advances are needed in the Federal account from time to time. The act 
provides that the faith of the United States is solemnly pledged to the payment 
of all advances contracted to be made to the Federal account in the basic reserve 
fund. State advances may also be made, additional to the initial State advance, 
but there is no continuing requirement in the bill for such additional State 
advances in view of constitutional limitations which exist in some States. 

A supplemental reserve fund will also be established in connection with each 
State school-building agency bond issue. The receipts of the supplemental 
reserve fund will consist of the moneys collected from the local school districts 
in the amount of one-fourth of 1 percent of the original indebtedness. 

Moneys in the supplemental reserve fund will be available to meet the debt 
service in any year in which the rental receipts of the State school-building 
agency are insufficient for this purpose. The supplemental reserve fund, how- 
ever, undoubtedly will accumulate. 

According to the bill, when the balance in the supplemental reserve fund and 
the basic reserve fund together exceed two times the maximum annual debt 
service upon State agency bonds, the excess shall be used to repay, first, advances 
of the United States, and second, advances of the State. 

If rental payments by the local school districts and the balance then on hand 
in the supplemental reserve fund are not sufficient to pay for debt service, the 
basic reserve fund shall be applied to meet the deficiency. 

The bill establishes an adequate foundation for the contemplated financing. 
It will be necessary, of course, that each State school-building agency, when 





700 FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 


created by law by a State legislature, shall be endowed with adequate powers to 
carry out its commitments to the United States and to bondholders. 

Such commitments would be only those which would normally be contemplated, 
It will be possible for the State school-building agencies to issue their bonds under 
such terms that, after a stated period of years, the bonds will be redeemable 
under certain terms and conditions, so that some flexibility may be introduced 
in the financing arrangements in the event that the State agency wishes to con- 
solidate such indebtedness or alter the financing program. 

It is my opinion that title 2 of the bill is workable, and if enacted by the 
Congress will prove to be highly useful to such States as wish to adopt legislation 
consistent therewith. 

State participation is not mandatory. Action by each State would be con- 
sistent with its sovereignty, and the State would be unhampered in the appli- 
eation of its educational program and school building standards. Title 2 also 
recognizes that the States, as well as the Federal Government, have a real degree 
of responsibility in seeking to solve the need for additional school buildings. 


The observation of Congressman Wainwright is correct, that the 
third statement is in duplication somewhat of the others, and I would 
merely state for the record that it is submitted by Mr. R. George 
LeVind, of Blyth & Co., ene of its vice presidents, and Blyth & Co, 
is a national investment organization. 

Mr. Warnwerent. Could we place it in the record? 

(The information referred to is as follows :) 


BiytH & Co., INc., 
New York 5, N. Y., April 25, 1955. 
Re H. R. 3770, a bill to authorize Federal assistance to States and communities 
to enable them to increase public, elementary, and second school construction. 


To the House Committee on Education and Labor. 


This statement is made in answer to a request for an opinion as to the market- 
ability of revenue bonds to be issued by State agencies for construction of school 
facilities under terms of title II of the bill. The undersigned has been engaged 
in the municipal bond business since 1933 in the underwriting of obligations of 
States and their local subdivisions. I am associated with the firm of Blyth & Co., 
Inc., 14 Wall Street, New York, N. Y., and I am a vice president of said company. 

The bill authorizes the Commissioner of Education to enter into agreements 
with State school-building agencies by which the State and the Commissioner 
would advance moneys to a State school building agency for the establishment 
of reserve funds to help assure payment of the bonds to be issued by such agency 
for the construction of schools for rental to local school districts. 

In my opinion, the basic reserve fund to be established in an amount equal to 
the maximum annual debt service on any issue, one-half of which is to be ad- 
vanced by the State and a similar amount to be advanced and maintained by 
the Federal Government, offers substantial protection to the investor. The sup- 
plemental reserve, to consist of amounts deposited by the State school-building 
agency out of rentals collected from the local education agencies, is additional 
security to create a total reserve fund position of twice the maximum annual debt 
service. In perfecting the security, the lease contracts between the State school- 
building agencies and the local school districts should provide for rentals which 
together with other available funds would be sufficient to pay the annual debt 
service and also include a provision that the local school district would use the 
facility constructed in priority to the building or leasing of any additional 
facilities. 

Certain States, among which are Pennsylvania and Georgia, are now employ- 
ing the authority principal for the financing of school construction at the State 
level and it is the writer’s opinion that the bill under consideration provides 
a sound vehicle which when implemented by local legislation to carry out its 
provisions should be acceptable to the investor and permit financing of a market- 
able security. The bill if enacted should offer a financing medium which many 
States should consider desirable in providing a method to finance additional 
school construction. 

Respectfully submitted. 

R. George LeVInp. 
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Chairman Barpen. May I ask the gentleman one question that is 
in my mind on this: This would require enabling legislation in how 
raany States? 

Mr. Mrrenety. My information on that subject is not very current. 
Perhaps Mrs. Hobby’s Department here has more current information, 
but there have been four programs of legislation adopted in the various 
States, and these were in operation prior to the introduction of this 
legislation. 

Since that time there have been other States that have passed the 
bill, and perhaps Mr. Perkins here can give the exact number. 

Mr. R. B. Perxrns. I think the answer is almost all. In those four 
States that do have State school-building agencies, minor amendments 
would be desirable, if not essential, so that practically all States would 
require enabling legislation. I would like to point out, Mr. Chairman, 
that the Council of the State Governments has already distributed to 
all States a sample of a State law which would be appropriate to 
implement the provisions of title 2. These provisions by virtue of 
having been distributed are presumably under study and available to 
the States if they should want to enact an implementing law to con- 
form with title 2. 

Chairman Barpen. One reason I had in mind in asking that, I hap- 
pen to know the legislature of the State of North Carolina is now in 
session, and I did not know whether any matter of that kind had been 
brought to their attention or not. 

May I ask one further question: I should know without asking you, 
but I am not quite as familiar with the bill as I should be. 

Is there a particular or a specific rate of interest mentioned in this 
bill? 

Mr. Mrtrcne... No, sir. There is no limitation on the rate of 
interest that these obligations to be sold by the State building agencies 
might bear. 

Chairman Barpen. Well, are not some of those bonds to be taken 
by the Federal Government ? , 

Mr. Mircuer.. Not under title 2, sir. Those bonds will be sold 
to the investing public. 

Chairman Barpen. All right. 

Does that complete your statement ? 

Mr. Mircne.y, It does, and I thank the committee very much. 

Mr. McConneu. I would like to ask a question before questioning 
the witness. As this is probably the most significant part or parts 
of the proposal of the administration, I wonder if there will be a 
continuation of this hearing in connection with these particular wit- 
nesses tomorrow when more are here. I know that there are some 
gentlemen on your side who have qeustions concerning parts of title 
2, and we have discussed some of it together. They are not here now. 

I am just wondering if this will be continued tomorrow. 

Chairman Barpen. Yes, the hearing will be continued. I frankly 
was trying to help take care of the possibility of some witness having 
to go out of town. I do not know whether they will be here or not. 

Will you be here tomorrow morning? 

Mr. Mrrcnet.. It may be very difficult for me to do so. If the 
committee so desires, I will make every effort to get back to New York 
and back here in the morning. 
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Chairman Barpen. Well, if the gentleman has completed his state- 
ment so far, then I am sure you could stay in touch with the committee. 
I am not trying to make arrangements for Mr. Perkins or Mrs. Hobby, 
but I am trying to tell you I doubt if the committee would call you 
back. But the committee would be glad to see you if anybody else 
called you back. 

Mr. wect. Thank you, sir. 

Mr. McConnexL. Are we going to continue with that part to- 
morrow ¢ 

Chairman Barpen. Surely. We will continue. I do not know just 
what Mrs. Hobby would want to discuss, or Mr. Perkins would want 
to discuss, but the department will have tomorrow’s time. 

Mr. R. B. Perrys. In essence the situation is this: We regarded this 
as Lee J the cleanup of the Department’s presentation on the legal 
and financial aspects of title 2. 

So if there are likely to be questions tomorrow, perhaps we should 
pe Mr. Mitchell available. But we will discuss that to see if he 
can 

Chairman Barpen. All right, sir. I again say the committee will 
be delighted to have him, but that is a matter for you to decide. I 
frankly do not think the committee should sit longer, because the 
membership has plans that require them to be away, and I would not 
like to go through the formality of a hearing, and I would like for you 
to be heard by the committee. 

The committee will recess until tomorrow morning. 

Mr. Warnwericut. Mr. Chairman, if I may, I would like to state 
in regard to these three companies that insofar as R. W. Pressprich & 
Co. is concerned, the two senior partners, Clinton Lutkins and Mr. 
Brown, I have known all of my life, and as far as their reputation in 
the field in New York is concerned, I can speak with definite know]- 
edge, and personal knowledge of that house, of the Pressprich house. 
It is of the best, and of the other two houses mentioned here, by repu- 
a they are considered as being the outstanding authorities in this 

eld. 

Chairman Barpen. Thank you, sir. 

Mr. Gwryn. Mr. Chairman, the prior witness indicated that the 
interest rate from these school districts on the average was very much 
lower than interest rates on Federal issues. 

Have you any information on how this thing would work out in that 
connection ? 

Mr. Mrrcenetxi. The prior witness, pursuant to your question, quoted 
the Daily Bond Buyer averages as a basis for the comparison of inter- 
est costs on municipal or school district bonds, and the Federal obli- 

tions. 

But I hasten to point out that in my opinion there is no comparison 
whatsoever. Federal obligations, as you know, of recent date, have 
been issued, that is speaking of bonds, for some long periods of time, 
30- to 40-year bonds, and they are term bonds as distinguished from 
the customary serial bonds or other obligations that are issued by 
school districts. That is for varyi periods of time. 

The possibility that would lead to his statement being correct is the 
difference between the tax exemption of the bonds issued by school 
districts as against the nontax exemptions of the income from the 
Federal obligations. 
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| would add, too, that in my opinion, regardless of that distinction 
in the tax-exemption advantage, the school districts that I understand 
you are talking about in this bill do not have the credit ratings which 
issuing bonds under comparable circumstances would be able to obtain, 
an interest rate less than that that the Federal Government is now 
paying on its obligations. 

Mr. Gwinn. Well, Mr. Chairman, since the witness is going to 
return, I will not ask any more questions. 

Chairman Barven. Are there any further questions at this point? 

Mr. FretrncHuyseNn. I have a few questions if the witness is not 
returning, Mr, Chairman, and I do not know whether he is returning 
tomorrow or not. 

I would prefer to do it tomorrow, too, if the witness is going to be 
able to return. 

Mr. Warnweicur. The witness is paying for this out of his own 
pocket, and I think it is a $50 imposition, each day, to have him come 
down here and come back again. 

Chairman Barpen. What I am trying to do is to let you interested 
gentlemen adjust that. 

- Are there any further questions? 

Mr. FrevincHuyseN. Not at this time. 

Chairman Barpen. The committee will recess until tomorrow morn- 
ing at 10 o’clock. 

(Whereupon the committee adjourned at 12:45 p. m., to reconvene 
at 10 o’clock, Wednesday, April ov, 1955.) 
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WEDNESDAY, APRIL 27, 1955 


Houser or REPRESENTATIVES, 
CoMMITTEE ON Epucation AND Lapor, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:20 a.m. in room 429, 
House Office Building, Hon. Cleveland M. Bailey presiding. 

Present: Representatives Barden (chairman), Bailey, Perkins, 
Wier, Metcalf, Green, Roosevelt, Zelenko, McDowell, Udall, McCon- 
ell, Gwinn, Smith, Bosch, Holt, Wainwright, Frelinghuysen, Coon, 
and Fjare. 

Present also: Fred G. Hussey, chief clerk; John O. Graham, minor- 
ity clerk ; Edward A. McCabe, general counsel; Russell C. Derrickson, 
chief investigator. 

Mr. Bartxy. The committee will be in order. 

We have just been advised of the inability of Mrs. Hobby, the Secre- 
tary of Health, Education, and Welfare, to be present to conclude 
the administration’s presentation of their proposals. 

She is represented this morning by Assistant Secretary Mr. R. B. 
Perkins, and I would suggest to the witness that he recapitulate briefly 
the presentations that have been made by the Department, and then 
proceed to offer to the committee the remainder of the Department’s 
explanation of their proposal. 

You can identify yourself to the reporter and proceed with your 
statement. 


STATEMENTS OF ROSWELL B. PERKINS, ASSISTANT SECRETARY 
OF THE DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE; 
DR. SAMUEL M. BROWNELL, COMMISSIONER OF THE OFFICE OF 
EDUCATION; AND JOHN N. MITCHELL, NEW YORK, N. Y.— 
RESUMED 


Mr. R. B. Perkins. Thank you. Roswell Bb. Perkins, Assistant 
Secretary, Department of Health, Education, and Welfare. 

Mr. Chairman, because so much time has elapsed, pursuant to your 
suggestion we think it would be helpful to outline for the committee 
the major points of the President’s proposals on school construction 
which we presented on March 29, 30, and 31. 

You recollect that from our analysis of the school-building problem 
in the Nation, we noted six major conclusions. One indicates that 
States and communities are increasing school construction through 
their own efforts and reducing the shortage of classrooms. 
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Two, to keep up with mounting enrollment and to eliminate the 
existing net the present high rate of construction must not only 
be maintained but must also be increased. 

Three, the greatest shortage of classrooms is in fast-growing areas 
of the Nation. The shortage is not limited to those districts which 
are lacking in physical capacity. 

Four, obstacles to borrowing funds for school construction such as 
relatively low bonded debt limits, tax limitations, the small size of 
districts, and low ratios of assessments to true values prevent many 
districts from building schools. These obstacles are likely to become 
increasingly restrictive unless modified by action at the same level. 

Five, States have taken significant steps to meet their school build- 
ing financial problems. They have raised bonded debt limits, relaxed 
tax limitations for school construction, and enlarged school districts, 
increased assessed values, allowed bonding to true values, issued State 
bonds for grants or loans or established school building authorities. 
The Federal Government in fairly administering tax funds collected 
from all of the States should encourage initiative of this kind. It 
should not penalize the States which have shown initiative by taxing 
them to provide classrooms for States which are equally able finan- 
cially but which have not provided classrooms from their own 
resources. 

Six, a program which provides only grant funds to the States what- 
ever the formula for their distribution will not in itself result in 
securing the increased and sustained school construction which is 
needed. 

These conditions, we believe, show clearly the desirability of a 
program which encourages States and local school districts to use 
their own resources to build schools, which helps them to remove 
obstacles to present and continuing financing of school construction, 
and which limits Federal grants to situations where fiscal inability 
prevents school construction. 

Now, briefly summarized, Mr. Chairman, title I of the bill provides 
for purchase by the Federal Government of bonds issued by local 
school districts to finance school construction when such bonds can- 
not be sold to the public at reasonable rates of interest. 

Under title I, the Federal Government would help these various 
districts to finance their needed schools. The districts would be able 
to sell their bonds at reasonable interest rates to the Federal Gov- 
ernment. The amount of bonds bought by the Federal Government 
from these districts would range from 50 percent of the construction 
cost in the State of highest per capita income, to 80 percent in a State 
of lowest per capita income. e proposal would authorize $750 
million for Federal bond purchases, under title I, over the next 3 
years. 

Mr. Battery. Might the Chair comment at that point, that I believe 
it was testified by either Mrs. Hobby or the Commissioner of Educa- 
tion that at the present rate of construction based on 1954, it was 
approximately 60,000 classrooms. 

Mr. R. B. Perxrns. Yes, sir. 

Mr. Batter. Now, of those 60,000 classrooms, involving nearly $2 
billion of cost, only $79 million of that was financed at an interest 


rate in excess of 3 percent. That is only 414 percent of the districts 
involved. 
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Mr. R. B. Perxuys. That is substantially correct, sir. 

Mr. Battery. Now, it is my understanding that your No. 1 proposal, 
that your interest rate is the going interest rate plus one-half of 1 
percent, the going interest rate at present is 2.78, and that would 
require an interest rate of approximately 3.18. That is 314 percent. 

Mr. R. B. Perxins. The going rate is around 25, and it would 
bring it up to 3%. 

Mr. Baty. If the construction last year is a criterion for con- 
struction of the future, only $79 million out of the $2 billion of 
construction was sold at an interest rate above 3 percent. Then that 
proposal is not going to be beneficial but to about 414 percent of the 
school districts. I wish you would explain that point, if you will. 
There is considerable confusion in the minds of the committee mem- 
bers and they asked me about that. 

Mr. R. B. Perxrns. Yes, sir. Title I, Mr. Chairman, is of a limited 
nature in the sense that it is designed for those school districts which 
have difficulty in selling bonds at reasonable interest rates. 

Now, as you have pointed out, in 1954, it was a relatively good year 
insofar as the sale of municipal and local bonds were concerned. They 
were sold without a great deal of difficulty. As you pointed out, the 
proportion of total bond issues which were above 3 percent was 
relatively small. 

However, it should be pointed out that those figures which you 
gave only cover the known bond sales at above 3 percent. We do not 
know how many districts either tried to offer bonds and could not 
because they did not find ready purchasers, nor do we know how 
many districts got a quotation on their bonds and found that the 
interest rate they would have to pay was, say 314 or 4 percent, and 
did not go ahead. 

Nor does the figure include all of the private sales at above 3 percent. 
So we have reason to believe that figure would be substantially in- 
creased so far as the amount of bonds the Federal Government would 
purchase under Title I. We think that there are a great many more 
districts which would move forward if they were assured of a market 
for their bonds at a known interest rate. It would give them the 
additional encouragement, knowing that even if they did not get a pur- 
chaser in the public market, the Federal Government stood by to 
purchase their bonds at 314th. 

Mr. Baty. I believe it was testified yesterday by Mr. Freeman, 
who represented the President’s Commission on Smeenamment 
Relations, that the average national interest rate on school bonds 
was 2.7. 

Mr. R. B. Perkins. Yes; if not lower, and I cannot remember 
what he said. 

Mr. Batter. I am itive that he testified to that effect. 

Mr. McConnetu. Would the gentleman yield for 2 correction? 
When you talk about the average yield of any bond, you have to 
figure maturity. The yields vary some with a short maturity versus 
a long maturity, «nd when you say average that has to be taken 
into consideration. You have to be talking about the same thing. 

Mr. Battery. Now, the going rate at the present is about 2.78. What 
is the object of adding that additional half of a percent on there, to 
protect the Government in the future in the event money becomes 
a little searce and the interest rates went up? 





708 FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 


Here you are faced with this proposition, that you are asking a 
greater return to the Government on those issues that they buy than 
the current going rate is at the present time. 

Mr. Perkins. There are several factors in thav. 

Mr. Battery. Why would the Government want to realize more 
than what it actually cost them to borrow the money. They are 
borrowing the money in order to help them, and they are paying a 
going rate of about 2.78. It is very difficult to explain why you would 
have 314th percent interest rate. 

Mr. R. B. Perrys. It is a very good question, sir, which requires 
an explanation. There are several factors in that increment. The 
first is that the matter of administrative costs of the program, which 
could be significant since the Federal Government would be screening 
the applications as they came in, forwarded by the States for loans 
by school districts, and since there might be a certain amount of 
continuing follow-up after the bonds had been purchased. 

So the first factor was that of administrative costs that if the Fed- 
eral Government merely charged the same rate of interest at which it 
borrowed, it would then be operating at a lesser cost, or it would be 
subsidizing in that particular program. 

Now, the second factor in that element, or in that increment, is 
this: There is no necessity for the Federal Government to substitute 
itself for a healthy going bond market, and as you pointed out, and 
as we have seen for last year, the bond market enabled most school 
districts to sell their bonds at reasonable interest rates. 

Now, those school districts would not be any better off, having the 
Federal Government purchase their bonds, than having any other 
purchaser purchase their bonds. It is not the purpose of title I to 
have the Federal Government move into the established bond market. 
It is the purpose of title I to put a ceiling on what any district would 
have to pay in terms of interest. It is believed that increment of 
one-half of 1 percent fairly measures the area in which school dis- 
tricts can readily be expected or can readily sell their bonds on the 
public market, and that it is the purpose of the Federal Government 
under title I merely to put a ceiling on what any district would have 
to pay. It would seem that increment of one-half of 1 percent would 
assure that the Federal Government does not merely substitute itself 
for the private bond market. 

Mr. Battzey. Do you contemplate there that the school district offer- 
ing the bonds for sale must first offer them in the public market, and 
if they do not get an interest rate of 3 percent or less the Government 
automatically buys them ? 

Mr. R. B. Perks. That is substantially correct, sir; yes. It is 
not automatic. The Federal Government takes a look at the bonds, 
too, but the Federal Government would stand ready as a possible 
purchaser. 

Mr. Barrry. There is another angle there that perhaps ought to be 
cleared up. There are several'of them, but:too many of them do not 
occur to me at the present time. 

What would be the Government procedure in the event the school 
district defaulted on its bonds? Isthe Government going to hold those 
bonds or are they going to sell them in the market? 

Mr. R. B. Perkins. There are two elements. First, the Federal 
Government would be authorized under the bill to sell the bonds which 
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it purchased at any time. It could resell them on the public market 
after holding them for a year or 2 years, or as long as it wanted to. 
The Federal Government would not necessarily be the holder of the 
bonds. 

Mr. Bamtey. What procedure would the holder take to collect in 
the event they were to default ? 

Mr. R. B. Perxins. The Federal Government or other holder, who- 
ever it might be, would follow the same procedures that have been 
followed for years in the matter of school district bonds, and Dr. 
Brownell can give you some examples from his own practical experi- 
ence in Michigan of how that operated during the depression. 

Mr. Battery. The Chair recognizes Dr. Brownell. 

Dr. Brownetu. In the case of default on school bonds, the usual 
procedure, I think, is similar to what happens on most other bonds. 
Your first step on the part of the holder of the bond is to find out 
whether the situation is such that you should try to refinance the 
indebtedness. That was done to a very considerable extent during 
the depression period, when there were a number of school-district 
bonds that defaulted in their interest, or there came a time when they 
could not pay the interest. 

There is always a recourse with school bonds when the faith and 
credit of the district is pledged, as is true for other bonds, in that you 
can move through the courts to have the tax moneys collected, and to 
have the tax levied, and there is a first claim on the tax collections. 

I think it has generally been followed in the case of school bonds 
that holders of bonds there take a little bit different procedure than 
they sometimes do in connection with other kinds of bonds in regard 
to taking over. 

Mr. Barry. In the event the attempts to renegotiate and amortize 
on a different basis, so they could meet their obligations, did not work 
out, and you had to go and ask for a court order directing the board of 
education to lay the necessary levies on the property, is that not get- 
ting into the field of Federal control pretty strongly ’ 

Dr. Browne... One of the reasons why the proposed bill calls for 
the Federal Government purchasing up to 80 percent of the bonds was 
with the thought in mind that if there are other holders of the bonds, 
in case of default, you do not have the Federal Government as the 
only party interested in payment of the bonds. 

We felt from the standpoint of intergovernmental relationships, 
that was a good feature. 

Mr. ZetenKko. Will the gentleman yield? 

Mr. Batrey. I will yield to Mr. Smith. 

Mr. Smirn. Where are these districts that have to pay 3 percent ? 

Dr. Brownetz. Where are they ? 

Mr. Smrru. Yes. 

Dr. Brownetu. They are scattered in different parts of the country. 
We have a listing which indicates that. 

Mr. R. B. Perkrys. I will give you an analysis, sir. The first type 
are those of limited resources which have lower than average income, 
or where property values are low. 

Now, going through last year’s school district bond sales, we found 
examples of districts with limited resources. There were a number 
of them in Louisiana, such as Webster Parish, Evergreen School 
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District No. 30, Saint Helene School District, Sabine and Tangipahoa 
Parrishes. 

Similarly, we found that in Texas that the reason why certain 
school districts sold at above 3 percent appeared to be because they 
were districts of limited resources, and, + he al have questionable 
credit. We can cite as probable examples of that type, itesboro, 
Tex.; Wall, Tex; the China Spring Rural High School District, Mc- 
Lennan County ; Lancaster, an independent school district ; Robstown, 
an independent school district ; and Dale City. 

Now, those are just some examples of districts with limited 
resources. 

Then we found another group of States with districts with un- 
known credit standings. ere appeared to be examples of these 
in Minnesota, Illinois, Kentucky, Louisiana, Michigan, and some other 
States. They exist in practically all States to some degree. 

Population data available for 76 districts which financed at more 
than 314 in 1954 show that more than half of those districts have 
fewer than 10,000 inhabitants, and that almost a third have less than 
5,000 inhabitants, and most of the issues sold at more than 31% percent 
in 1954 were small issues. 

The medium among the 210 issues which sold above 314 percent 
was $108,000 per issue. 

Then I will just mention some of the other categories, and we will 
go further into detail if you wish. But the third general category 


we refer to are those which have had rapid change. They are subur- 
ban-growth school districts, and, therefore are straining their capital 
resources by building a great many capital improvements at once. 


Therefore, their credit is strained. 

One outstanding example is the metropolitan area of Detroit, while 

Corpus Christi, Tex., is another. ‘ 

en a fourth category is revenue bonds of local agencies. Penn- 
sylvania, Kentucky, and Matgland all had a high percentage of bonds 
above the 3-percent limit because they were using this local revenue 
bond approach. 

Then a fifth category of districts would be those—— 

Mr. Batter. You are talking about the school construction facility 
approach when you talk about a revenue bond # 

Mr. R. B. Perxtns. On the local basis, where they do it on an in- 
dividual local basis rather than on a statewide pooling basis as under 
our title IT. 

Mr. Smirn. Now, the question I was trying to ask, or I wanted to 
ask, and the reason for my preliminary question was this: Is there 
any pattern between the so-called low income States and the high in- 
come States, and can you say there are more States in the low income 
States that finance their bonds at 3 percent or above, or is there any 
pattern there? 

Mr. R. B. Perkins. Not enough of a correlation so that one could 
draw the conclusion which you have just stated. They are quite 
scattered. I suppose there are some. 

I have a hesalalenre by States which I would be happy to submit 
for the record. It would be difficult to draw as a conclusion that it 
was consistent with the income of States, because you will find scat- 
tered districts even in the wealthier States. 
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Mr. Fretincuuysen. Will the gentleman yield briefly? I have 
as an example a problem in my own congressional district, in New 
Jersey. I have had a school district which was unable to issue bonds 
except what would not be considered at an exorbitant rate under this: 
proposal. That was, as I understand it, because there was ignorance 
on the part of the school district about how to go about the procedure 
of issuing bonds, and perhaps also because of the unexplored credit 
<a 

Now, I am wondering, in a case like that, where actually the credit 
might have been adequate to issue bonds at a lower rate, how the avail- 
ability of funds on the part of the Federal Government might have 
affected that picture. ight it have brought down or brought about 
a lower interest rate? 

Dr. Brownetv. I think it might for two reasons: One is that where 
the bonding companies are anxious for the business, they are likely to 
whittle their pencils a little more when it comes to bidding on these 
bonds if they know that they have to come within the ceiling. 

Secondly, the financing under this program will come Terenah the 
State educational agencies, and the States would be in a better position, 
I think, to advise the school districts than they have been where the 
school districts have operated independently of the State departments 
of education. 

We recognize that in a number of school districts, although we can- 
not give you the exact number because we do not know how many there 
are. It is particularly true of small districts which, without experi- 
ence in financing, may negotiate through a local bank to obtain the 
loan. Asa result they may not get the benefit of competitive bidding 
which otherwise might result. 

Now, that is just an illustration of the fact that when you have the 
program set up whereby the district could know that the Federal Gov- 
ernment would take the bonds if their rates were above a certain ceil- 
ing, you would have these various factors at work to bring the interest 
down. 

I believe that I should refer this question to Mr. Mitchell because he 
is much more experienced than I in this field. 

Mr. FretincHuYysEN. In your opinion, Mr. Mitchell, would the 
establishment of a ceiling in effect by the guaranty of Federal funds, 
if it is over a certain figure, lead to a greater competition under that 
ceiling for bonds? 

Mr. MircuHe... I am not sure that always results in greater competi- 
tion. That is merely because a ceiling has been placed upon it. How- 
ever, the advantages of it are even greater in that the dissemination of 
information about the issue and its proper preparation and its pres- 
entation to the investment fraternity by first your State agency under 
this proposed bill, and secondly through the Federal agency, would 
undoubtedly result in a wider interest in the issue, and further bidding 
for it because of the more widely known presentation of the factors 
involved in the particular bond sale. 

Mr. R. B. Perxrns. There is one additional thing there. ~ 

Mr. ZELENKO. Has the gentleman concluded ? 

Mr, FretincHursen. Yes, I have. Thank you very much. 

Mr. Baizy. I will recognize Mr. Zelenko for a question. When he 
concludes, I think it wou we well if we proceeded with the pres- 
entation and then question later. But you go ahead. 
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Mr. Zetenxo. Dr. Brownell, in considering this bill and others, the 
thought occurs to me that perhaps the bills which you urge are some- 
what more complicated in the enforcement and in carrying out, and I 
wanted to know whether you had given any consideration to the num- 
ber of people, or whether the department would be necessarily set up 
to carry out the terms of these bills, assuming that they were passed, 
and the prospective cost. 

One of the thoughts, as I say, that has been going through my mind 
is that some of the other bills that have been offered seem to be more 
simplified in procedure and in carrying out their terms. I would ap- 
preciate it if you would give it at this moment or at some future 
moment, whether you have given any consideration to the enforcement 
or the carrying out of this bill if it is adopted. 

It seems somewhat complicated and hearing these discussions on 
the various school districts and the amount of interest. and the types 
of the bonds, it seems to me that we would need a small army of people 
to see that the bills were carried out in their spirit and in their letter, 

I gave that to you now, not in the form of a question, but perhaps 
to give me information now or in the future. 

Dr. Browne.u. I could say, Mr. Chairman, that we have given a 
great deal of thought to the administration of this legislation if it is 
passed. One of the reasons why each of the proposals is set up to 
operate through the State department of education is with the idea 
that the administration would be greatly simplified if we simply dealt 
with 48 State school systems, rather than if we tried to deal individ- 
ually with the school districts. 

The bill necessarily is complex in its context, but the administration 
of it would be carried out largely through the State departments of 
education. 

Mr. Gwinn. I do not want to pursue the questions if the witnesses 
are to be available later to go into that question of the district and 
its capacity at the present time to sell its own bonds. The testimony 
we have been receiving here indicates that since the survey, the situa- 
tion has changed vastly in many of these districts that you mentioned, 
Mr. Perkins. 

Mr. R. D. Perks. Well, sir, the districts I mentioned were-taken 
from something completely different from the school facilities survey. 
They were taken from an analysis of the bond sales as recorded in 
1954 from a publication known as the Bond Buyer, and these are the 
1954 sales. 

The school facilities survey, or at least the phase one which you 
are probably referring to, as you know, was in 1952. 

Mr. Gwinn. Well, we will have an opportunity to go into this later, 
will we not / 

Mr. R. B. Perkins. Yes, sir; as far as I know we will. 

Mr. Baxter. I do not know what is still to be presented, but I believe 
for the sake of conserving time you had better proceed with your 
formal presentation. 

Mr. R. B. Perxtys. I completed the recapitulation of title I, title 
II of the bill, as you recall would authorize Federal support with 
State participation of obligations issued by State school building or 
financing agencies established to finance the construction of school 
facilities for rental to, and eventually ownership by local educational 
agencies. 
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Under this title the Federal Government and the State would 
jointly put up a reserve fund to back the State agency bonds which 
would be sold to the public. These State and Federal contributions to 
the reserve funds would strengthen the bonds and permit a more 
favorable interest rate. 

The State agency would not necessarily itself undertake the con- 
struction of local schools, and the State agency may serve merely as a 
financing agency rather than a building agency, raising capital 
through the sale of its own bonds and turning the funds over to local 
school districts. The local school districts can go about planning and 
constructing their schools just as they would if issuing their own bonds. 

You will further recall, Mr. Chairman, that we made the point, or 
the Secretary made the point in her testimony, that the State school 
financing agency could, if the State so desired, be comprised of the 
State educational agency. There would be no necessity of taking it 
out of the established educational structure at the State level. 

Now yesterday, you will recall, we did have testimony as to the 
constitutionality of'this title II, and that questions were raised about 
marketability of the bonds if there were leases for as short as 1 year. 
Kecause of those questions we asked Mr. Mitchell to come and to give 
some expert testimony on the marketability of the bonds. 

You will recall that yesterday he read into the record two letters, 
and submitted a third from bond experts, and gave his own opinion 
that the bonds would be readily marketable under title II with the 
backing of both the rentals from the local school district leases and 
this reserve fund participated in by the Federal and State Govern- 
ment. 

We were in the midst of questions, as I recall, when we broke off 
yesterday, the questioning of Mr. Mitchell on the marketability of 
bonds under title IT. 

Mr. Battery. Does that bring you up to where the hearings were 
suspended yesterday ? 

Mr. R. B. Perkins. Yes, sir. 

Mr. Batter. Do you have any additional information to present on 
title IIT, and has that been discussed ? 

Mr. R. B. Perxtns. Titles III and IV have not been discussed: 
title IIT is grants for construction and title IV is grants for part 
of the administrative costs of State programs designed to overcome 
obstacles to local financing. 

Now, if we were to go ahead with the plan as originally outlined: 
it was my understanding that we would clean up the financial aspects 
of titles 7 and II before proceeding with the grant title. But we are 
perfectly willing to abide by the Chair’s wishes. 

Mr. Batrey. The Chair will recognize Mr. Mitchell for his presen- 
tation. 

Mr. Mrrceneti. Mr. Chairman, that data was prepared and pre- 
sented yesterday, and the thought was that the members of the com- 
mittee might wish to question the witness this morning, and that is 
why I am present. 

Mr. Battey. Mr. Wier, were you present yesterday, and do you have 
any questions ? \ 

r. Wier. Not a single one. I am trying to conserve time. 
_Mr. Perrys. I have no questions. I am also trying to conserve 
time, ° 
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Mr. McConne tt. I have quite a few questions, because I consider 
this particular section the real important part of the proposals of the 
administration regarding the construction of schools. I would like 
to get some answers, and some of them are tough questions that have 
arisen in connection with the proposal, and I think we ought to clarify 
some of them. / 

Why do you limit the Federal purchases of bonds under title I to 
50 to 80 percent of the construction costs ¢ 

Mr. R. B. Perkins. That was done for several reasons, Mr. McCon- 
nell. The first was that it was deemed advisable to have the Federal] 
Government have a partner in this bond purchase. That is for rea- 
sons of assisting in the scrutiny of the bond issue and surveying the 
district, and also as Dr. Brownell has referred to, at the time there 
might have to be a renegotiation of some sort with the school dis- 
tricts, it was with the belief that it would be desirable that the Fed- 
eral Government have a partner, either the State itself or a private 
party in the purchase of the bonds, that that provision was inserted. 

Mr. MoConnextt. Would you have any objection if title I were 
amended to enable the Federal Government to purchase 90 or 100 
percent of the bonds? 

Mr. R. B. Perxtns. We think that would be something for the 
committee to ascertain, to consider the relative desirability of the 
Federal Government’s joining with someone else in the purchase of 
bonds, as distinguished from being the sole purchaser. I think there 
are arguments to be made on both sides. 

Dr. Brownett. Mr. Chairman, may I add one point there? In 
considering the administration of title I, we recognize that there will 
be serial bonds, and that the shorter maturities will probably sell at 
a lower rate of interest, and, therefore, the feeling was that they 
would be more readily salable, and that there probably would be 
very little difficulty in having a portion of the bonds sold on a local 
‘basis, and that would provide, as Secretary Perkins said, for the 
participation of the local community, or the State, in the concern 
with reference to that school building. 

That was one of the reasons back of this provision. 

Mr. Baney. If the gentleman from Pennsylvania will yield to the 
‘Chair, may I make this observation: I think he has raised a pertinent 
point, and I want to ask directly, assuming that these school boards 
have already exhausted their bonding and lending authority, where 
would they get the remainder of the construction money if the Gov- 
‘ernment only purchased 70 percent of their bonds, or only obligated 
themselves for 70 percent of the construction? The only source 
would be out of their current revenues, or their current budget. 

Dr. BrowNe.u, It was not our thought that the school board would 
handle that, but rather that it would be handled by local investors, 
or in some States the States provide school construction aid, or a grant 
to the local school district for part of the construction costs, 

Mr. Batter. Would you suggest the law be designed to require 
the States to appropriate a fund for a reserve fund to protect the 
‘districts ? 

Dr. Browne.L. We tried to avoid the requirement that a State do 
this or the State do that. We did try to provide incentive, and we 
felt that this provision would provide some incentive for the States 





FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 715 


themselves to participate in the school-construction field. But it 
would not be required. 

Mr. Battry. I yield back to Mr. McConnell. 

Mr. McConnett. Of course, conceivably there would be districts 
so poor that they could not come under the title I section of issuing 
bonds anyhow. They would probably come under title IIT. 

Will the Federal purchases of bonds under title I tend to be con- 
centrated in any particular areas, or will such purchases be general ? 

Mr. R. B. Perxtns. It is our impression that they would be general 
and seattered. That is based on the analysis of bond sales above 3 
percent, and 314 percent last year, which I was describing in answer 
to Mr. Smith’s question. 

Dr. Browne. I think it is true, if I may add to it, that while we 
anticipate it would be general, there selinahie would be certain States 
where there would be a heavier percentage than other States because 
of the differences that exist in the school financing. 

In other words, some States provide a larger percentage of the costs 
of schools and some States have provisions for State aid for school 
building. The probability is that in those States you are not as likely 
to find as many individual school districts that would be running into 
difficulty as you might in a State where it was practically all on the 
basis of local support. 

But I think that the evidence we have would tend to indicate that 
it would be fairly general throughout the country. 

Mr. McConneu. Is not the school-building agency, or the lease 
purchase plan of title I1 merely a subterfuge to dodge the State 
constitutions and the laws the people have already adopted? 

Dr. Browne. I would like to comment on that, saying that I see 
no subterfuge. When you take legislative action, which is the action 
of the regularly constituted authorities of the State, to decide how the 
construction of schools shall be financed. I think further it is no 
more of a subterfuge than to suggest that the Federal Government fi- 
nance schools when the States have indicated in their laws that 
scheol buildings shall be financed by bond issues. 

In other words, what you have in either case is a legally constituted 
representative of the people deciding on the way in which they want 
to have school construction financed. So I see it as no subterfuge 
at all. We always have to face our problems, and that is the reason 
we have legislative bodies. They decide the best way in terms of 
conditions which are changing from time to time in meeting our school 
needs. 

Mr. McConnetu. Doctor, I agree with you on this, and I am mere- 
ly bringing out some of these questions that have arisen in order to get 
some clarification. We have been considering in the past the con- 
stitutionality of school building agencies under title II, and I think 
that has been quite well covered. 

From that I would like to ask this: Even if the principle of such 
school building agencies is found constitutional, is it not likely that 
some States would. put’ it to the test anyway, and thereby slow up 
school construction under title IT? 

Dr Browne. I would like to ask Mr. Mitchell what his reaction 
is to it. 

Mr. Mrrcuetn. I believe that is possible in a limited number of 
States, Mr. McConnell. The title II theory of financing involved 
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nothing more than the special obligation financing of authorities, 
They have been c reated, as you know, in most of the States, and they 
have financed many types of public improvements, including schoo] 
facilities generally for universities, more widely so than elementary 
or secondar y schools. 

While your observation is correct, that it might in certain limited 
number of States require test cases, it is my opinion that the law in 
the majority, and by far the larger majority of the States, would be 
such that you could proceed with your school building authority 
financing. 

I might add, as a supplement to that, that there may be different 
types of covenants and obligations developed involving the local 
school districts that may raise some questions, but in my opinion it 
is not necessary that they be tested in the majority of the States. 

Dr. Brownext. I think, Mr. McConnell, if I might indicate, that 
it is also true that where you have a new development that is tested 
in the courts in the early stages, the more it is adopted the less the 
likelihood of its running into testing in the courts. The first few 
States go through the pioneer process, and you get your principles 
established and then the other States are in a better position to move 
along without running into that sort of delay. 

So you cannot always reason by analogy that if the first few States 
have run into delays that all other States are going to run into the 

same kind of delays. They have run the interference and thereby 
cleared the w ay for the opening of new procedures. I believe that 
would be true to a considerable extent in connection with the operation 
of this relatively new form of financing of school construction. 

Mr. McConnetu. Well, our main objective is to get classrooms for 
the children, and if in half of the States you can get action by this 
method, that would be so much gained. 

Dr. Browne.u. That is right. 

Mr. McConne xt. If you set up a school-building agency under 
title II, are you not just creating another State agency and bypassing 
the State educational agency ? 

Dr. Brownetu. I think I can answer that by saying that we were 
very careful in proposing that the school building or financing agency 
must be set up in conjunction with the existing State education 
agency. There was a good deal of consideration given to the require- 
ment that it be in the State education agency. Then we recognized 
that with the variations that exist among the States, you might run 
into legal difficulties in some States. 

Furthermore, we recognize that it is desirable to provide as much 
flexibility as possible for the people in the State to decide how they 
would establish an agency of this sort. Therefore, the one require- 
ment in the law, or in the proposed bill, is that this must be set up 
in such a way that we have the assurance that it is in cooperation with 
the State department of education. There has to be a certification by 
the governor that it is set up in such a manner that there will be 
effective coordination with the State educational agency. 

Mr. McConne tu. Do you really think $6 billion worth of school 
construction will take place under the provisions of title II? 

Mr. R. B. Perkins. We cannot predict. We do know that these 
agencies, if they are properly run, have a great potential. In Georgia 
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every school district, it is my understanding, or every one of the local 
school organizational units, has applied to the State school-building 
agency for construction of schools. We believe, therefore, that if used 
to the maximum —— by a majority of the States, the total could 
easily reach that high figure. 

Mr. McConne -. I noticed a statement which I had written down 
here before, and I rather like it. I would like to repeat it at this 
point. I think it is definitely-my-own opinion, and I believe it is the 
opinion of the administration. 

The whole point to title II is to enable the States and districts to 
unleash resources which they are unable to tap because of existing ob- 
stacles to financing. The resources generally are there, and the prob- 
lem is to release them for school construction. 

I think that is the real purpose of title IT. 

You say that to support $6 billion of construction will take a Fed- 
eral appropriation of $150 million. Now, that figure is not in the bill, 
and I think it would be well to give an explanation of that. 

Mr. R. B. Perxins. The explanation of that, Mr. McConnell, is that 
the initial reserve established jointly by the State and the Federal 
Government would be equivalent of 1 year’s debt service on the State 
agency bonds. As you know, the debt service is comprised of the 
amortization and the interest. 

Now, we were advised that a reasonable assumption as to the debt 
service on State <p bond issues would be that the annual debt 
service might equal 5 percent. If you take 5 percent of $6 billion, you 
get $300 million. Now, that $300 million would be put up jointly by 
the State and the Federal Government 50-50 each, and the Federal 
Government’s share would be $150 million. That is why it has been 
stated that the estimated appropriations by the Federal ‘tovernment 
under title II to put up these reserves would be $150 million. 

Mr. McConnetut. Why would a school district want to use the 
building-agency plan under title Il, when the agency is going to 
charge them one-quarter of 1 percent interest over and above the rate 
their bonds are sold for. Is not this agency plan more expensive, and 
would not it cost the school districts more than they would pay if they 
went ahead on their own? 

Mr. R. B. Perkins. I think Mr. Mitchell could answer that more 
succinetly than I can. 

Mr. Mircne.y. There are two observations applicable there, Mr. 
McConnell. The first and primary reason, I believe, for title II is to 
provide schools for local school districts which cannot otherwise fi- 
nance schools for any number of reasons. They do exist in the coun- 
try. There is failure of the residents of the district to vote bonds, 
constitutional prohibitions, and such restrictions as that. So there 
are some districts which have been unable to obtain school facilities 
in another manner, and they would be quite willing to come under this 
title II plan. 

Now, as to the one-quarter of 1 percent override, the charge that 
would appear to be objectionable at the beginning, due to increased 
costs of handling their payment for their school facilities, you must 
recognize that one-quarter percent will be related also to the interest 
rate that school-building authorities will be paying on its bonds and 
charging back to the district. 
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It is my belief that under this title II setup, the interest cost on these 
bonds will be substantially less than many school districts would have 
to pay, and that is including the one-quarter-percent override. 

s an assumption, it has been stated by good authority that the 
interest cost of these school-building agency bonds, supported in the 
manner provided in title II of the act, would in the current market 
on the 30-year amortization plan bear an interest cost of 234 percent. 
So if we add the one-quarter percent override to the 234 percent, our 
total cost to the local school district is still only 3 percent, which is 
substantially below the charges to these other districts that could 
finance if they were in a position to go ahead in the normal manner. 

Dr. Browne Lu. Mr. Chairman, may I supplement that with this 
point: The problem in some of these school districts, most of the 
school districts, is that they would not be able to finance their schools 
at any rate of interest without the opportunity under the school- 
building authority, because they have reached their satutory limit. 

The addition of the one-quarter of 1 percent would build up the re- 
serve so that the State and the Federal Government could get out of 
the picture. Without some charge to the participating districts to 
build up this reserve fund, this supplementary reserve, you would have 
to continue indefinitely the reserve funds of the Federal Government 
and the State. So this quarter of 1 percent going into the supple- 
mentary reserve makes it possible for the State and Federal sg 
ernment to move out of the picture. 

Mr. Battey. If Mr. McConnell will yield, I will ask the question : 
Is the object of that extra interest rate of one-fourth of a percent to 
set up a reserve so that the State and Federal Government will only 
have to make this additional appropriation of $150 million each? Do 
you want to ge the Government out from under responsibility ? 

Dr. Browne. Yes, sir. 

Mr. Batrey. That is all, Mr. McConnell. 

Mr. McConne vt. Is the lease-purchase idea employed in title II a 
new, untried plan of financing? 

Mr. R. B. KIN. No, sir. The lease plan, of course, has been 
used widely in the States which have operated State school authorities. 
Going back even further than that, of course, it is a financing plan 
which has been used widely in areas other than school construction. 
That is both in the public field and in the private field. Govern- 
mental buildings of all types have been built under lease-purchase 

lans, and although I am not familiar with the provisions of it, as you 

now, I believe last year the Congress and the administration jointly 
agreed that greater financing of some of our postoffices and other 
Government buildings should be done by this lease-purchase arrange- 
ment. 

As you are well aware, in private industry and private business, the 
lease-purchase plan has proved to have many advantages. I could 
say that there are other examples in the school field other than State 
school-building authorities where the lease plan has been used. There 
are many builders in these new developments who have found that 
their tenants are not going to have schools for their children unless 
the builder makes available 1 or 2 housing units out of the housing 


units in the entire development for a school and leases the school to 
the tenants of his development. 
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This is a kind of a natural growth that has sprung up in some of 
these suburban areas which have been growing rapidly, and where 
there are not the funds for the capital outlay. 

The important thing about lease-purchase financing is that the 
tenant, the person who needs the building, in this case the school 
district, can get the school or the building, whatever it may be, by 
paying the 1 month’s rent, and it moves in without making the 
capital outlay. That is the essential factor of title II, that school 
districts get Loildings without making an initial capital outlay as 
they would otherwise have to do. 

Dr. BrowNeELL. Congressman McConnell, if I may indicate, there 
are 17 States that have specificall established authorization by 
statute for lease-rental payments. There are three other States that 
have authorized authorities with analogous powers. In addition, the 
following States have authorized revenue bonds to be issued on behalf 
of State universities and colleges or for a particular purpose as I 
shall indicate: Arizona, Arkansas, Colorado, Delware, that is the 
Delaware Memorial Bridge, and Idaho, Iowa, which has municipal 
revenue bonds, and Maryland, Mississippi, Missouri, Nebraska, New 
Hampshire, with its water resources board, and New York, North 
Carolina, North Dakota, Ohio, Oklahoma, Oregon, Rhode Island, 


which has the Jamestown Bridge Commission, and South Carolina, 
Utah, Vermont, and Virginia. 

Mr. FRELINGHUYSEN. How about the New Jersey Turnpike Auth- 
ority ? 

Dr. Browneti. The States I specifically named have authorized 
revenue bonds on behalf of State universities and colleges or for a 


special purpose, as I indicated, and in addition there are some 20 
others that have general statutory authorization. 

There are 22 States in the list I gave you. 

So that in answer to your general question, there is a very large 
number, 42, I believe, of the States that have authorized the revenue 
bonds of one sort or another. 

Mr. FrevincHuysen. Will the gentlemen yield again for an ex- 
pa of the States that he listed? Those are the States which 
iave authorized the issuance of bonds in connection with colleges and 
universities; is that right? 

Dr. Brownetu. That is right. 

Mr. FrevtincuuysEN. And in addition to that there are other States 
which have had turnpike authorities and so on? 

Dr. Browne.u. That is correct. 

Mr. McConnegwu. I can say this from my own thinking and obser- 
vation, Doctor, that there is definitely a place for this type of action 
in connection with the relieving of the classroom shortage in this 
country. 

Now, take in my own area of Pennsylvania. We have many dis- 
tricts who have financial capacity to handle new schools, but they are 
restricted because they are up against certain restrictions of the State 
constitution. If it had not been for this type of financing, we would 
not have had many of the schools we have right where I live. That 
is right in my own area. 

I know that situation is repeated in many spots of the country. I 
think of this as just another method, or approach in relieving the 
overall situation. 
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Now, there have been very serious questions thrown out, especially 
at one time, and I have forgotten when it was put out, but I think it 
should be answered. 

Financing the rental payments to State school building agencies 
under title II means that the school district would have to get its funds 
out of the revenues that provide for the current operate expenses 
of the schools. Does this mean that the teachers will get their salaries 
cut, and are we robbing Peter to pay Paul? 

Dr. Browne. I think that is a very interesting question. It is 
speculative always when you say what will happen. I think our best 
evidence is what has happened. If you observe what has happened 
the answer is that where they have put up new buildings they have not 
cut salaries, but as we have eee ahead in the financing of school 
construction to an unprecedented high, the salaries of teachers have 
also increased. 

Now, if I may draw on my own experience, I say this, that wherever 
I have been and wherever the community has put up a new school 
building, one of the things that has happened has been an increased 
interest and concern on the part of the people in the community about 
the school. Their reaction is, if we are going to have a new school, we 
have to have teachers to fill it. If we put up a good school, we want 
to have good teachers. 

I have never been in a situation or never known of a situation where 
the putting up of a new school meant the reduction in teacher’s sal- 
aries. I have known a good many situations where the putting up of 
a new school has built up community interest to the point where they 
have increased the salaries of teachers. 

Mr. Battery. Right at that point, you are dealing there with the dis- 
trict which has to operate normally before they start this new con- 
struction after consuming all of their levy authority. Now, do you 
mean to say that you will eoente interest by building a new building, 
and the people would be induced to increase? In my State those limits 
are set by the constitution. 

Dr. Browneti. What has happened 

Mr. Barter. They could not vote extra levies if they wanted to, and 
we have a constitutional limit on levies. 

Dr. Brownetu. Where you have a constitutional limit on levies, the 
only thing that you could do is to change your constitution. That 
comes about by sufficient increase in the interest of the people. 

Mr. Barey. Since my legislature meets biannually, that would be 
a process of 5 or 10 years to get the constitution changed. 

While I have interrupted the gentleman from Pennsylvania, right 
in connection with this rental proposition, who assumes the ordinary 
normal repairs? Does the State construction agency or the local 
school board? Or do you operate those schools during your 30-year 
lease period without any repairs on them ? 

Dr. Browneti. Oh, no. That just would not happen. There is 
nothing in the law to require one procedure or another. 

Mr. Battey. That is what I noticed. 

Dr. Brownetu. The State would have the option, in setting up its 
school building authority, to decide whether these costs should be 
provided for by the school building authority, or by the local district. 
There has been a variation in practice. In some places the local school 
district agrees that it will take care of the regular maintenance costs, 
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and in other places it has been assumed by the authority. In that case, 
of course, the rental cost is increased, 

Mr. Barter. How are they going to do it if they have no funds for 
that purpose, after they have paid the rent on top of that? Would 
you t a require the school board to maintain the ordinary mainte- 
nance 4 

If you did not do that, at the end of your 30-year lease you would 
have just a shell which would be more or less obsolete and would cost 
more to make the repairs on it that should have been made over the 
30-year period than the building was worth. 

Dr. Brownexu. I am quite sure what would happen, Mr. Bailey, 
would be that you would not get a school building authority that would 
agree to a rental with a local community that did not provide for the 
maintenance. Either that would be done by the authority and in- 
cluded in the rent, or they would require that the local community 
agree that it would maintain the building in that condition. 

Mr. Bartey. There you run against the constitutional inhibition. 
For instance, in my State, and I want to give you an illustration of 
what it would be necessary to do, our State conservation commission 
took over on a 50-year lease a Federal park in West Virginia. They 
wanted to spend a quarter of a million dollars in the way of campsite 
improvements and for the use of tourists. But we found in our consti- 
tution.an inhibition against the State spending money for permanent 
construction on property which they did not have title to. So I had to 
vet the park title transferred from the Federal Government to the 
State conservation commission before they could proceed with their 
improvements. 

You are going to run into a lot of headaches in some of your 
States where they have those inhibitions. 

Dr. Brownewx. I am quite sure that in your State, as well as in 
other States where they have a limitation of that sort, in regard 
to local tax levies, that the people in the State will demand greater 
support from State funds, if they cannot handle their problem on 
a local basis. 

That has already transpired in some States, and I see no reason 
why we cannot expect that in some other States they will find that 
the best way to solve their problems, or the most expeditious way, 
whether it is the best one or not, may be to have the State provide 
greater support. 

If they are inhibited by a constitution from obtaining greater 
support from the local community, perhaps that could be done. 

Mr. Batrey. Is it not safe to assume, Dr. Brownell, that the title 
to this property on which these new school buildings are built will 
remain not in the school board until they have completed their 30-year- 
lease payments, but the title will be in your State facility ¢ 

Dr. Brownetu. The State authority; yes, the State agency. 
[ think probably that is the case. That is left, however, so that the 
State can set it up as the State wishes, and if there is a State that 
would find, for instance, that it would be desirable to have the title 
go to the local community so that the local community would be 
responsible for the operation and maintenance, that could be done. 

I rather question, however, when the lawmakers come to considering 
the problem of how it is set up, whether they would not want to do it. 

59521—55—pt. 229 | 





722 FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 


It would be up to the State to decide the details of setting up its own 
agency as to how it would be administered. 

Mr. R. B. Perkins. In your State, Mr. Chairman, I would assume 
that the lease would provide that it would be one of the obligations 
of the landlord to maintain the building, if you ran up against this 
constitutional problem which you speak of. Under the flexibility 
provided in the bill, the obligation can be either placed on the land- 
lord or the tenant to maintain the building, as in any lease. The 
rent would obviously reflect the situation, regardless of where the 
obligations were placed. 

It would be handled very simply in your State, sir, by placing the 
obligation of maintenance and repair on the landlord and the State 
agency with its rent reflecting that. 

Mr. McDowe t. I would like to ask Mr. Mitchell whether or not in 
representing the purchaser of the bonds, it would not be a part of 
your consideration to know and to perhaps have some standard in- 
cluded before the bonds were even purchased as to whose responsi- 
bility ultimately it would be for the maintenance of these leased 
buildings ? 

In other words, would it not also become a responsibility of the 
Federal Government to protect its equity in these bonds to insure 
that there was adequate provision for maintenance / 

Mr. Mitcuet. You are absolutely correct, Mr. McDowell. There 
is no doubt about it. Undoubtedly, the contract between the Com- 
missioner and the State agency will have such specific requirements as 
you point out for the purpose of protecting the Federal Government’s 
stake in the matter. 

But regard!ess of that, as of the time the State agency were to 
issue bonds, the indenture or resolution under which those bonds were 
issued would be pregnant with covenants requiring the maintenance 
and insurance of these facilities, and also providing the funds from 
which such matters are to be paid for. It would necessarily be so, 
or the obligations would not be marketable. 

Mr. McDowe xy. Then, would that not in itself require a great deal 
of Federal control from the Federal standpoint over the setting up 
of the method of authority, and the leasing of the buildings through- 
out the term of the lease? It would require Federal policing of the 
lease and the maintenance. 

Mr. Mrrcneiy. I would say, “No,” sir, no more than has ever ex- 
isted in any of the programs in the past where the Federal Govern- 
ment is a lender and the locality is a borrower. 

In other words, the courts prohibit the Federal Government from 
any controls other than those necessary to assure repayment, and 
they, of course, are spelled out in a contract which comes into the 
beginning of the arrangement and no further powers can be exercised 
by the Federal Government under that contract than those expressed. 

We do have to always in our capacity as investigating and passing 
upon the legality of such arrangements and financing, make sure that 
there are no delerations of powers to the Federal Government or to 
anybody else. That would certainly be the case in this time of 
financing. 

Mr. McDowet.. Well, in the absence, then, of that type of assur- 
ance to you as the bond purchaser, would it not affect the interest 
rate on the bonds? 
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Mr. Mrrcne.. It would not be absent, sir. It would exist in con- 
tractual arrangements which were enforcible by the bond holders. 
They would have covenants running to them from the State building 
agencies, which would be enforcible by them to make sure that the 
properties were insured and were maintained and repaired, and so 
on, and the usual provisions. 

Mr. McDowe tu. But that procedure would have to be set up before 
those bonds were sold ¢ 

Mr. Mircueiu. Very definitely, sir. 

Dr. BrowNELL. May I comment on that, to indicate that all these 
proceedings would all be between the State agency and the local 
community, and not between the Federal Government and the State. 
The relationships there are relationships between the local community 
and the State agency and the State in setting up its authority rather 
than anything as far as the Federal Government is concerned. All 
the Federal Government does in this case is to agree to put up the 
money for the reserve, and that is half of the reserve, and then the 
Federal Government is out of it. 

Mr. McConnetx. The lease arrangement would be between the 
State authority and the local district? 

Dr. Brownety. That is right. 

Mr. McConneti. And the Federal Government’s participation 
would be one-half of the reserve or surplus fund there, and that would 
be a year’s debt service, and amortization and so on, and it would get 
less as withdrawals might be made. 

So actually the Government’s participation would be very modest; 
say of a $1 million proposition, the Federal Government’s participa- 
tion would be $25,000. So you see there would be very little Govern- 
ment participation. 

Now, a question has arisen, and arose the other day in this com- 
mittee, that I think should be clarified. I am glad that Mr. Mitchell 
is here. 

The question that I have in mind is the one of salability when you 
have yearly or short-term leases. That question was raised, and you 
remember that. I think that it should be clarified. It was stated 
here that one of the questions as to constitutionality had to do with 
the creation of debt, and that creation of debt was assumed to occur 
with long-term leases, and probably if short-term leases were used 
there - would be no question probably of constitutionality. That was 
mv understanding of Mr. Judd’s statement. 

Then naturally the question arose as to salability. Would those 
bonds be salable if there was any doubt about the renewal of the 
lease year by year? I would like you to comment on that, Mr. 
Mitchell. 

Mr. Mirenetzt. Mr. McConnell, that was the first question that was 
presented to the investment bankers who have considered this pro- 
gram, and the marketability of the bonds that would be issued under 
it. There is no doubt that it raises problems. But equally so, there 
are answers for them and they have after much consideration reached 
the conclusion that the bonds would not only be adequately secured, but 
they-would be also.readily marketable, and that the interest rates which 
they had estimated at least in the prevailing market of 234 percent on 
the 30-year maturities would apply to the obligations with the 1-year 
leases, as well as those secured by longer leases. 
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Now, the reasons for that are these: You will have the State schoo] 
building authority issuing bonds for a number of construction pro- 
grams. In other words, there will be perhaps 5, 10, or even 15 local 
school districts leasing school facilities constructed with the proceeds 
of 1 overall bond issue. 

Now, in connection with that bond issue, you will, of course, estab- 
lish these funds provided in this bill, one of which is the Federal 
account into which the Federal Government is obligated to pay the 
initial one-half of the principal and interest amortization on an an- 
nual basis, and also into that Federal account the Federal Govern- 
ment is obligated to withdraw or to restore, I should say, any with- 
drawals therefrom to pay debt service over the life of those bonds. 

All of that results that in each and any year in which there should 
be deficiencies of rental, the Federal Government is obligated to make 
up one-half of the debt service on the bond issue. 

Now, as to the State account in connection with that bond issue, 
they are also obligated under your bill to establish the reserve fund in 
the amount of one-half of the annual debt service on the bonds, and 
there is a further requirement of the bill that subject to, and within 
the limitations of appropriations by the various State legislatures, 
the State is also to be required to replenish the moneys withdrawn 
from that reserve fund in the payment of current debt service. 

I might state there that the explanation of the subject, too, and 
within the limitations of appropriations made available for the pur- 
pose, is of course to avoid the possibility of the State itself incurring 
an obligation in violation of its own constitution by entering into an 
airtight contract to replenish this State account pledged to debt 
service. 

However, if the State agency under authority of legislation enacted 
by the State legislature enters into a contractual arrangement which 
provides that they will reimburse this debt-service fund to the extent 
that moneys are made available to them by the legislature, you are 
standing almost in the same position as you are with a State obliga- 
tion, because as you and I know, we do not have a right to sue the 
State governments to enforce our obligations against them. 

Therefore, we stop there with a Federal act committed to replenish 
half of the debt service, and a State act committed to replenish mor- 
ally if not legally, in those States where it can legally be done, the 
State account being replenished by this moral obligation of the 
States. 

Mr. Batter. Will you yield there, Mr. McConnell ? 

Mr. Mircue.t. I Soos not finished, but I would be glad to stop for 
a moment. 

Mr. Batter. Will you go ahead, then ? , 

Mr. Mircuety. I merely point out that those underlying securities, 
in connection with these reserve funds are established. I would like 
to go on further and point out that this legislation on the State level 
should have two provisions which can make these bonds very market- 
able. One is an authorization upon the part of the local school district 
entering into these leases with the State agency to covenant against 
the construction of competing facilities during the period of the lease 
paid out under the bond issue. That, of course, will not involve in- 
debtedness or any of the other constitutional prohibitions, and it 1s 
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merely a power that may be bestowed upon the school district by the 
State. 

Secondly, the legislation should provide that if a local school district 
on this annual lease basis does not use the facilities and continue to use 
them on that annual basis, the State aid to schools and for school 
purpose might be withheld. 

Now, I point these matters out because they are to the interest of the 
State, and the State agency who is the obligor on the bonds that they 
have those sanctions to keep its own local school districts in position 
and in line. 

Now, I would go on to point out from the practical point of view 
that whether they be 1 year leases or 30 year leases, if a school district 
is under a 1-year lease, and if it has school facilities made available to 
it by this State agency, it is most unlikely that anybody in public life, 
whether they be on a school board or other municipal positions, govern- 
mental positions, would dare to attempt to construct additional and 
compe facilities within the community and move from the State- 
provided building that they are leasing over to their own facility. 

It would just be a waste of public funds and it most certainly would 
not be countenanced. 

For those reasons that I have stated, it is believed, and it is the 
opinion of the investment bankers who have considered this matter, and 
there are a substantial number of them, that the obligations of these 
State school building agencies would be readily marketable, whether 
they are secured by 1-year leases or 30-year leases. 

Mr. Barter. At that point, do you not think it is rather hazardous 
to deal with a 1-year lease proposition? Do you mean to tell me that 
you would curtail the authority of the taxpayers of a district who 
might want to petition their board of education to submit a bond 
issuef Suppose that district increased or doubled or trebled, or 
quadrupled in population, and considerable industry moved in, and 
they acquired considerable wealth? Do you mean to tell me that they 
are bound there, if you did not have a 30-year lease, that they could 
not refuse to renew the lease for a 3d or a 4th or a 5th or 6th year, 
if their conditions changed and they petitioned the board? The board 
would have to submit the bond issue to build a school building of their 
own, and they do not have title to the present structure. So if they 
got wealthy enough to do it, do you mean that you are going to bind 
them all through oe years that they could not do this? 

Mr. Mrrcne.u. The intention was to have the State, who is leasing 
these facilities to the local district, have the local district covenant 
against creating competing facilities. If they have expanded their 
facilities beyond the needs of this individual building, there would, 
of course, be no restriction upon their going ahead and providing 
additional facilities of their own. 


Mr. R. B. Perks. I think another answer, if I understand your 
yuestion, is really a question of whether or not the school district 
could refinance. Having gotten a money of its own, I think 


that you are suggesting to build a school of its own. It could certainly 
acquire title to the school that it was using by paying to the State the 
unamortized cost. 

Mr. Battery. There is nothing in the law to provide that, but you 
assume the State legislation necessary to set up the facility would 
provide that. 
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Mr. R. B. Perkins. Yes, sir, the school district could always acquire 
the school from the State, if it wanted to refinance through a bond 
issue. 

Mr. Bamey. I notice that you are having some difficulty in getting 
around or meeting the service charges on the bonds on the State facil- 
ity bonds for a period you say of the first year. 

Some of those school buildings would require perhaps 2 years, or 
even 3, for construction, or at least 2 years. Did you give any thought 
to the idea of a moratorium that no principal or interest would become 
due for the first 3 years? How about that approach to it? 

Mr. Mircuety. They have considered that matter, and they have 
provided merely that the maturities must start within the 3d year, 
The program, as I understand it, visualizes the capitalization of 
interest during construction, with no principal maturity until the 
third year, in which event the projects would be constructed and the 
lease rentals would be coming in and available to take care of debt 
service. 

Mr. Battery. We have sold school bond issues in West Virginia 
carrying a moratorium, say of the first 3 years, there would be no 
payment of either interest or principal. 

Dr. Browneu. That is possible under this provision up through the 
first 2 years. They would have to pay in the third year. That is un- 
der the provisions here. 

Mr. Mrrcneti. As a matter of fact, Congressman, the provisions of 
this bill are identical as far as the initiation of the first maturity, with 
the legislation in West Virgina under which the school bonds are 
sold. That is except that your last maturity is 40 years and this is 
30. 

Mr. Fretincuvuysen. Mr. Chairman, will you yield briefly on that 
point, to clarify this situation about the short-term leases ? 

Mr. Mitchell, you referred to the long-term lease as in effect an 
air-tight contract. But you also said, as I understand it, that 
whether or not the bonds were on a short-lease basis or a long-term 
basis, they would be equally marketable. 

As I understand it, the reason that a short-term lease arrangement 
would be adequate protection is because there would be specific safe- 
guards such as you suggest at the State level to insure again that the 
local school district will not build competing school facilities during 
the lifetime of the bonds. 

So in effect you are saying that regardless of whether it is a so-called 
short lease arrangement or not, there is an overall guaranty that would 
protect the investor in the purchase of the bonds. Is that right? 

Mr. Mircueny. I agree with everything that you have observed 
with the possible exception of the overall guaranty. There is no legal 
guarantee at all, of course. There is an overall condition which will 
assure the bondholder that his principal and interest will be paid with 
reasonable certainty over the life of the bonds. 

Mr. Fre~incuuysen. As I understand it, what you are saying, and 
the other investment people whose testimony you have submitted to 
us are all saying, is that there is adequate protection if certain things 
are done, as you pointed out, and if no competing facilities are author- 
ized during the life of the bonds. 

So in effect, both types of bonds would be equally marketable? 
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Mr. Mircuei.. Both types of bonds will be marketable, and I 
might point out by way of observation that there are statutory and 
constitutional provisions that exist in the different States which may 

vary the type of obligation slightly that eventually is sold in a par- 
ticular State. 

But they have examined all of these potential hazards, and all of 
the remedies to perfect the obligations, and they have come to the con- 
clusion as have I, that under no circumstances could it possibly be 
that the bonds issued under this title II or pursuant to this title IT, 
in accordance with a State statute that was responsive to it, that would 
not be marketable. 

Mr. Frevincuvysen. But one of the witness’ testimony referred to 
the fact that a State agency when created by law must be endowed 
with adequate powers to carry out its commitments. You are assum- 
ing, in other words, that in every case there will be adequate protection 
at that level, so that the security is sufficient ? 

Mr. Mircuey. That is correct, that the State agency which would be 
carrying out the requirements of this title 11 would necessarily be the 
requisite public agency that had power to construct and iease school 
facilities and to issue its obligations. Those powers would be clothed 
in such a manner as to carry out the intention of this bill. 

Under those circumstances, with all of the refinements that go into 
that type of legislation and which have become rather standard these 
days, there is no doubt whatsoever that the obligations would be 
marketable. 

Mr. FretrNeuuysen. I have one more brief question, if I may. 
We have had some witnesses come in here and say in effect that the 
fiscal burdens now carried by the Federal Government are so great 
that its credit perhaps is not as good as the States or the local com- 
munities. I wonder whether you feel that the Federal participation 
in a lease purchase arrangement like this adds to the security and 
marketability of these school bonds? 

Mr. Mrrcuert. There is not the slightest doubt about it, not the 
slightest doubt about it. The fact that the Federal Government is 
contributing, if only to the extent of the replenishment of this reserve 
fund to the program and to its financing is probably, or will be, the 
most salient factor in the determination of the interest cost of the 
obligation. 

Mr. Fretincuuysen. I assumed that was the case, but I wanted to 
be sure that was your position. Thank you very much. 

Mr. McConnEtt. In closing, I wanted to just supply a little infor- 
mation in connection with a former discussion we had, Mr. McDowell. 

A question arose as to whether the general obligations of a State 
did not sell on a much lower yield basis than the school authority 
bonds. I was asked about Pennsylvania. 

The school authority bonds of Pennsylvania, I believe, were fi- 
nanced at 3 and 314 and the latest issue was 4 percent. During the 
period of the financing of the latest issue, there was considerable 
argument and discussion in finance circles in Pennsylvnaia about 
school authority bonds. The financing came out right at that par- 
ticular period. 

I understand the bonds went into teachers retirement funds in our 
State. Our State general obligation bonds with their tax exempt 
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features as to Federal income taxes, and so on, sell at a range of about 
114 percent to about 234 percent, depending on maturities. 

There has been considerable improvement, I have been informed, 
in the school authority bond situation in Pennsylvania. If 30-year 
bonds were marketed at the present time, the probable yield of them 
would be somewhere around 25g to 3. So there you have your com- 
parison with your general obligations, and it is not as wide a spread 
as it was originally. 

I have that from investment banking men with whom I have talked 
over the weekend. I am sorry that Mr. Roosevelt was not here earlier, 
and we discussed this marketability of short-term leases, and he is of 
the opinion that they would be quite marketable. That is Mr. Mitchell 
is of the opinion. 

Mr. McDowe..i. May I comment on your statement, Mr. McCon- 
nell? 1 would not question, of course, the information you have given. 
But in going back to Mr. Mitchell’s former answer to Mr. Freling- 
huysen’s question, these bonds are in your opinion readily marketable. 
I think that you would have to, it seems to me, qualify that to this 
extent, that you are speaking of an average condition throughout the 
country in all States. It does not mean that in some States the 
general obligation bonds of that State would sell for a much lower 
rate than would bonds such as we are discussing here now under the 
lend-lease school construction. 

Mr. Mircuet. If that was the understanding of what I said, Mr. 
McDowell, I would hasten to correct it because I would believe that 
in the majority by far, and perhaps in all cases, the general obligation 
bonds of a State would sell at a better interest rate, commonly known 
as a lower interest rate, than would the bonds of the State school 
building agency under this set up. I hasten to add that. 

Mr. McDowe t. I think that is the consideration here, of whether 
or not it would be better to finance this school construction program 
through direct grants to the States, enabling them to float their own 
general obligations bonds for school construction, or whether we adopt 
this plan under consideration here now. It has been my contention all 
along, and I think that you bear it out, that in the long-run this would 
cost more to the taxpayers in the local school districts and in the 
States, for local school district bonds and for State school bonds. 

Mr. Mrrcnetu. Mr. McDowell, I believe that there is another 
factor. 

Mr. McDowe tu. I am not going to interpose the question of which 
will build the schools faster, which is also a consideration. 

Mr. Mrrcuety. There is another very material factor, and that is 
that the States in most instances are prohibited from incurring in- 
debtedness under their constitutions without certain requisites of sub- 
missions to referendums. That is elections and so on. It has been 
pretty well proven that under circumstances of this type, it is very 
difficult in many of the States to have, No. 1, the question submitted 
by the legislature to the electorate, and, No. 2, to have the electorate 
approve the incurrence of the debt through constitutional amendment. 

This method of financing will take care of those multitude of States 
that are under that prohibition. 

Mr. R. B. Perxtns. I do not think that there is any question, Mr. 
McDowell. that if States were willing and could issue their own 
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bonds, that would be one of the very effective ways and inexpensive 
ways of raising funds for building schools. You would not even need 
grants from the Federal Government if the States were willing to 
bond themselves for a large portion of the cost. of school construction. 
There is no question, as Mr. Mitchell said, that it would be cheaper 
in the long run than some of these other devices. 

But, as he points out, there is the barrier that you have of these 
referendum requirements in most States, which would require going 
to the people and taking maybe a couple of years to get the State bond 
issue, and then there is a question of the willingness of the State to 
issue its own bonds for the construction of schools. 

Mr. McDowett. I do not question that either; but I also believe 
that if the States can be helped by direct grants of aid from the Fed- 
eral Government in substantial amounts over a period of years, that 
then in cooperation with these direct grants-in-aid they can work out 
their financing methods within the State without the complications 
of lend-lease, and authorities and I think that in creating these author- 
ities in those States where you do not have them you will have just 
as much complication and delay as you would have now in the States 
attempting to solve their oshidensi perhaps more, even. 

I can see the posssibility of legal questions coming up in every State 
and every school district almost. That is, every bond issue that is 
authorized in the local school district, usually that school board, the 
first thing they do is employ an attorney to pass on questions of 
legality, and then in addition to that, of course, as Mr. Mitchell knows, 
they have to employ a bond counsel, if the bonds are sold in the New 
York market, where most of them are sold. That is to pass on the 
legality. 

To me it seems that it only complicates the question. 

Mr. R. B. Perxrns. I do not think there is any relationship between 
yrants and State bond issues that it is pretty clear States do not need 
grants to issue bonds. The credit of all States is excellent, and if 
the States were willing and there were time for them to issue bonds, 
that would be a very inexpensive way of raising funds to build schools. 

On your second point, about the complications, although there are 
a certain amount of documents and arrangements with regard to a 
State school building agency, the essential difference between the cre- 
ation of a State school building agency and the issuance of State bonds 
is that you do not have to go through the referendum requirements 
applicable to bond issues on which there is the general obligation and 
backing of the States. 

These bonds we are talking about do not have the legal obligation 
of the State behind them. That is why they would not have to submit 
to the referendum requirements in accordance with the State consti- 
tutions. That is why it was a much faster process to create a school 
building agency than it would be to finance schools through the issu- 
ance of State bonds, and general obligation bonds complying with 
referendum requirements. 

Mr. McDowex.. I understand that, and I know that you gentlemen 
who have been dealing with this question for a long time thoroughly 
understand, and I can understand the attorneys understand the legal 
questions, but after all you are going back to a local school board in a 
school district and you are going to have to try to explain all of this 
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to them because in the final analysis they are going to have a certain 
amount of authority no matter how you do it. 

Mr. R. B. Perkins. Absolutely. We would want them to, 

Mr. McDowetu. I can imagine the complications of trying to 
explain this intricate plan, and these various plans, and these x pve 
plans to a local school board and trying to tell them or sell them 
on the idea that in order to meet the school-construction requirements 
in their districts that this is the method that they are to follow. 

Mr. R. B. Perkins. From the point of the local school distriet—— 

Mr. McDowe tt. I do not envy whoever has that job to do. 

Mr. Gwinn. If you will yield there, while you were talking I was 
just wondering if you were also thinking of the questions the Con- 
gressman back home would get from the local school boards with 
perhaps a little cussing in his question, “Why don’t we get in on 
this?” 

Mr. McDowe tt. I can understand that, and not being an attorney 
myself, nor an expert, I think the Congress might authorize the 
employment of perhaps a Congressman or some legal assistance in 
answering all of this question. : 

Mr. R. B. Perxrins. | have just one further point, from the view 
of the local school district, which is the important one. From their 
viewpoint it would be quite simple, since it would be simply said to 
them that the State agency will build you a school, and you move 
in on the payment of the first month’s rent, and that is the essence 
of it from the viewpoint of the local school district. 

Mr. McDowe t. I readily agree with your answers, but if you have 
ever been a member of the State legislature, and you know how hard 
it is to explain some of the things that you, yourself, believe in, and 
to sell that idea, you will perhaps understand what I am thinking 
about. 

Dr. Browne.i. May I just comment on that? At the present time 
the local school district has an opportunity to go through the process 
of issuing bonds up to a certain point. At this point it is stopped 
in most of our States by some legal limitation, either constitutional 
or statutory. 

Now, even under our present provisions, where the school boards 
have that opportunity to issue bonds, that is a fairly complicated 
process. The laws governing the issuance of school bonds are pretty 
specific in all of our States. 

I have been a superintendent of school districts where we have 
gone through the process. I know that even though you have plenty 
of borrowing capacity, a lot of work is required in convincing the 
people in the local community not only that the need exists for the 
schools, but of the proper processes necessary in order to issue bonds 
under the law. 

Now, when you get up to a certain point where you cannot issue 
bonds, and that is true in a good many of our rapidly growing districts, 
as our earlier testimony indicated, the wh De fe has no 


option. The local community may want the building, and it may 
have income in the community to build a building, but they are pre- 
vented by the legal restrictions from issuing bonds. 

The question is, What do you do under those circumstances? Well, 
under those circumstances, unless you can get the law or the constitu- 
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tion changed to increase the bonding capacity of the school district 
you have to have some other procedure. One of the procedures pro- 
posed here under title II is that those States that wish to do so could 
set. up a school-building agency as a way whereby the local district 
could decide to go ahead and get its school when it cannot do so 
through the regular process of issuing bonds. 

Now, I will agree that in setting up a school-building agency the 
State legislature would naturally want to inquire into these various 
conditions which we have been discussing as to whether or not bonds 
would be salable. How do you set this thing up in such a manner 
that you do not bypass your regular educational authorities, and how 
do you operate this to insure that the buildings are properly main- 
tained in order to keep buildings in good condition during the life 
of the building? 

When you issue bonds you have an outstanding obligation, and all 
of those questions must be answered in setting up a new procedure. 
[t is complicated, but the complication arises in the case that you use 
to set up procedure whereby it will operate after you get it on the 
books. 

The operation is not so complicated after you get it on the books 
because there the district is unable to issue its own bonds. It has 
a new procedure whereby it may build its school. It applies to the 
school-building authority, and works with the school-building au- 
thority in deciding the kind of building which shall be erected to meet 
the needs of the local community, and the rental or financing arrange- 
ments that should be made. You then build your school and operate 
it. The payments of rent do not differ from the payments that the 
district now makes when it pays its interest and pays off its bonds 
when they come due. So that the process of financing, as far as the 
local district is concerned, are very similar in many respects to the 
financing arrangements necessary in paying directly to the bondholdes 
the money due them. 

The point I wanted to make is that I recognize the fact that when 
you set up a procedure of this sort which would make it possible for 
local districts to get schools which they otherwise would not be able 
to get, there are many questions which have to be considered very care- 
fully in order to make certain that these matters are all covered—just 
as you do when you are financing under the usual bonding conditions. 

As I see it, the operation of this would not be particularly compli- 
cated from the standpoint of the local board. 

Mr. McConne tt. I just want to make this final comment, Doctor, 
that if things were not so serious in connection with lack of class- 
rooms in certain areas, and if we did not have many of the com- 
plexities and problems of financing that now exist, it would be very 
simple. The State could just issue additional bonds and take care 
of the schools. 

And if we had a lot of available money in the Treasury and de- 
cided to do it we could hand out a lot of money and that would be 
very simple. But it is not that easy, and we are faced with many 
problems, and we are trying to work our way out of them and also 
get action quickly. 

I cannot help but think of this, that much as I would like to claim 
great intelligence for the people of Pennsylvania over other people, 
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and other States, I cannot do it, and if we can do it I am sure that 
other States can work it out, too. 

I am finished. 

Mr. Batmey. I have just a question directed to Mr. Perkins. A 
moment or so ago in answering the question of Mr. McDowell, you 
said there is no need for Federal grants in aid. Are you speaking 
individually, or are you reflecting the position of the Department of 
Education ¢ 

Mr. R. B. Perxrns. If I said that, sir, I misspoke myself, because 
that is not what I intended to say. What I said was that I did not 
see any relationship between Federal grants to States, and the ques- 
tion of issuance of State bonds. 

Mr. Barter. You would not favor Federal grants as an incentive 
to the local school districts to release the unused part of their bond- 
ing authority ? 

Mr. R. B. Perkins. The grants which we favor are those proposed 
in title III which are supplemental to the approaches used in titles 
T and II. 

Mr. Barry. You have to participate in title II before you can be 
eligible under title ITT? 

Mr. R. B. Perkins. No, sir. 

Mr. Battey. You have to be a part of the State building facility! 

Mr. R. B. Perkins. No, sir. Title III is open to any school district 
which demonstrates its lack of physical capacity, and the demonstra- 
tion of lack of physical capacity essentially is by having tried out 
financing either under titles I or IT. 

Mr. Batey. If they were in such shape that they could not even 
qualify under the building facility provisions, then only would the 
grant be avaliable to them? 

Mr. R. B. Perkins. That is saying it a little bit too succinctly, but 
I think I would accept that as an explanation. 

The essence of it would be least supplemental. If they could not 
finance all of the construction under titles I or II, the grants would 
provide the balance. 

Or if they could not finance any construction at all, as you say, 
then they would get a grant for the whole amount of the school. 

Mr. Barter. But they would have to be pauper districts to qualify? 

Mr. R. B. Perkins. I do not know whether the definition of pauper 
is one that meets the legal framework of title IIT or not. But it is in- 
tended to go to those school districts who have demonstrated lack of 
fiscal capacity. That is in accordance with the philosophy the Sec- 
retary stated at the outset, that the role of the Federal Government 
in this picture is one where financial incapacity has been shown, and 
the Federal role should be minimized in accordance with our tradition 
of State and local control of education. 

Chairman Barpen. Let me make an inquiry. Are there any ques- 
tions by anyone of Mr. Mitchell ? 

Mr. Batter. There are a number of members of the committee that 
would have liked to have questioned Mrs. Hobby, but I understand 
she is not available. 

Is it understood that when Mr. Perkins ‘inishes his presentation, he 
and the doctor, and the bond expert, that will conclude the presenta- 
tion of the administration’s proposal ; 
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Chairman Barpen. I am not in a position to say that. Nor am I 
in possession of very definite information concerning Mrs. Hobby. 

But I do understand that there is illness in Mrs. Hobby’s family and 
at the mention of that I made no further inquiry, because I presumed 
Mrs. Hobby would be just like myself. I would take care of that. 

As to the Department’s wishes about further presentation, what are 
your plans? 

Mr. R. B. Perkins. We would like to wind up the financial aspects 
of titles I and IT, and proceed with titles III and 1V. We have given 
no direct testimony as yet on titles II] and IV. The financial testi- 
mony given today by Mr. Mitchell, in addition to one proposed addi- 
tional financial witness for about a 3-minute statement, would wind 
up the financial aspects of titles I and II, unless there are any ques- 
tions, or any further questions. 

Mr. Warnwrioent. I have 1 or 2 questions that apply to title II, 
but have nothing to do with Mr. Mitchell or the financial questions 
involved. 

Chairman Barpen. Do I understand this, and I am not trying to 
Lind anyone, but just in order that we might have some plans in mind, 
do I understand that Mrs. Hobby intends to give further testimony 
on titles IIT and IV ¢ 

Mr. R. B. Perkins. Yes, we have given no further testimony as 
yet. We are just at the stage.of completing titles 1 and I, subject to 
your wishes, and ready to proceed with titles ITI and IV, which I 
think can proceed fairly rapidly. 

Chairman Barpen. Well. now, as a guess, and that is what I have 
io do, could you finish tomorrow ? 

Mr. R. B. Perkins. Yes, sir; I think we can. 

As I say, we have only one more witness on the financial aspects of 
titles and II. He will take about 3 minutes, and then we are ready 
to proceed with title ITI. I am sure titles ITI and IV could be com- 
pleted tomorrow. 

Chairman Barpen. All right, then, I understand that there are no 
further questions of Mr. Mitchell. 

The committee will recess until tomorrow morning at 10 o’clock. 

(Whereupon, the committee adjourned at 12:15 p. m., to reconvene 
at 10 a. m., Thursday, April 28, 1955.) 
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THURSDAY, APRIL 28, 1955 


House or REPReseNTATIVES, 
ComMITTEE on Epucation AND Lagor, 
; Wash ington, D.C. 

The committee met, pursuant to recess, at 10:15 a. m., in room 429, 
House Office Building, Hon. Augustine B. Kelley presiding. 

Present : Representatives Kelley (presiding), Bailey, Perkins, Wier, 
Green, Roosevelt, Zelenko, McDowell, Udall, McConnell, Gwinn, 
Smith, Kearns, Bosch, Wainwright, Frelinghuysen, Coon, and Fjare. 

Present also: Fred G. Hussey, “chief clerk; John QO. Graham, minor- 
ity clerk; Edward A. McCabe, general counsel; and Russell C. Der- 
rickson, chief investigator. 

Mr. Ketter. The committee will please come to order. 

Mr. Perkins, I believe you are to proceed this morning. 


STATEMENTS OF ROSWELL B. PERKINS, ASSISTANT SECRETARY 
OF THE DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE; 
DR. SAMUEL M. BROWNELL, COMMISSIONER OF THE UNITED 
STATES OFFICE OF EDUCATION (RESUMED); AND EDWARD T. 
STEIN, ASSISTANT DIRECTOR OF LOANS, DEFENSE LENDING 
DIVISION, TREASURY DEPARTMENT 


Mr. R. B. Perkins. Mr. Chairman, we are winding up titles I and 
II and our last witness will testify as to certain financial aspects of 
title I. 

Title I, as you will recall, Mr. Chairman, relates to bond purchases 
by the Federal Government. This title I program is one that is an- 
alogous in principle to a program that was operated during the 1930's 
and early 1940’s in the PWA and RFC, in which municipal bonds, 
including school bonds, were purchased by the Federal Gov ernment 
from districts which could not sell them in the public market at rea- 
sonable interest rates. 

Because we drew on that experience, we would like to have a state- 
ment by Mr. Edward T. Stein, Assistant Director of Loans of the 
Defense Lending Division in the Treasury Department, submitted. 
Mr. Stein will present his statement. 

Mr. Ketter. Mr. Stein, will you proceed. 

Mr. Stern. Mr. Chairman and members of the committee: My name 
is Edward T. Stein. Between the years 1933 and 1937 I was exam- 
iner and supervisor of the Finance Division of the Public Works Ad- 
ministration. From 1937 to 1951 I was Chief of the Public Agency 
Division of the Reconstruction Finance Corporation, and, from 1952 
to 1954, Assistant Director of its Office of Loans. 
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I have been requested to submit a brief statement regarding the 
public works lending programs of Public Works Administration 
and Reconstruction Finance Corporation which might assist in evalu- 
ating the school lending proposal in title I of the bill now under con- 
sideration. 

Beginning in 1933 PWA made loans and grants to many public 
agencies, including school districts and municipalities, to finance pub- 
lic works and increase employment. According to a PWA published 
report, loans for education projects up to March 1, 1939, totaled 
upproximately $93,800,000 of which $65 million was for secondary 
schools. The standard interest rate on these loans was 4 percent and 
the security consisted of bonds which the agencies were authorized to 
issue under State and local laws. 

Most of the PWA securities were acquired and sold by RFC which 
also had authority to make such loans prior to and after the PWA 
lending programs. Most of RFC’s loans were at 4 percent and it too 
required properly approved bonds as security. RFC purchased direct 
from public bodies or acquired from PWA over 6,000 blocks of bonds 
whose par value exceeded $114 billion. I do not have a tabulation of 
the school securities but believe the total number exceeded 800 with 
a par value of over $100 million. 

RFC disposed of the balance of its school issues—with one excep- 
tion—some years ago and the overall result was extremely satisfactory. 
I can say, generally, from my experience in both of these programs, 
there was very little difficulty in disposing of the school securities or 
in obtaining payment as the bonds and coupons matured. 

There are some differences between these lending programs and that 
proposed under title I of this bill. For example, under title I it is 
probable that a portion of each bond issue would have to be purchased 
by parties other than the Government. In the PWA program and 
in the RFC program, with the exception of perhaps the last 10 or 12 
cases that were considered before RFC’s lending authority was ter- 
minated, the entire amount of bonds in each case was purchased by 
the Government. There are, of course, advantages and disadvantages 
in both of these types of lending. 

The success of the previous lending programs was due, in a large 
part, to the credit examination given each application. I do not mean 
by this that a district or community had to have established credit and 
a ready market for its bonds, but there had to be a showing of financial 
ability to repay the debt during the life of the loan. A similar proce- 
dure would be followed under title I. The Federal Government, 
however, would deal with the State agencies rather than direct: with 
the local districts. 

The experience in purchasing school bond issues in the past indi- 
cates that the program recommended in title I of this bill is feasible, 
and that it would be helpful. 

Mr. Kerry. Are there any questions? 

Mr. FrevrncHuysen. Mr. Chairman, I have a brief question. 

Mr. Stein, I would just like to ask you if you would care to comment 
on your statement that there are advantages and disadvantages in both 
types of lending. You referred to the fact that under the RFC and 
the PWA programs, the entire amount of bonds in almost every case 
was purchased by the Government. Do you think that perhaps this 
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legislation would be improved if we eliminated the matching require- 
inent by other agencies ? 

Mr. Stern. Well, the advantages are principally the development 
of local interest, obtaining a partner to participate in the financing 
through local banks or probable local investors. Another advantage 
from the Government’s standpoint is that it reduces the outlay of 
Government funds and possible exposure, so to speak. 

The disadvantages are that it might retard the program. ‘There 
would not be too much delay if a purchaser were available, but there 
might be delays if a purchaser could not be found for the non-Gov- 
ernment share. 

I think that in any case if this provision is left in the bill, it would 
be highly desirable. This might be done administratively, to provide 
that the bonds be callable, because if any difficulty should develop 
with the bond issue, the principal and practical way of taking care 
of it would be by refunding. Unless bonds are callable, if there are 
two partners in the deal or more, it is necessary to call the bonds so 
that they can be reissued with perhaps longer maturities. 

But I think that feature can be handled gaoiinisteatively. It is pos- 
sible that there might be some States where redemption provisions 
cannot be included. I am not quite sure. 

Mr. Fretincuuysen. On the point of the exposure on the part of 
the Federal Government, if there should be 100:percent participation, 
I wonder, Mr. Perkins, if you have any figures as to what might be 
required in the way of money instead of the $750 million figure that 
you estimated would be needed under a sharing proposition. 

I do not know whether we have ever actually discussed how we ar- 
rived at a figure of $750 million. Perhaps we should do that. 

Do you have any idea of how much of an increase would be neces- 
sary if there were no sharing of the burden? 

Mr. R. B. Perxins. My guess would be that raising the ceiling to 
$1 billion would be ample to take care of the elimination, if the com- 
mittee wanted to eliminate the requirement that someone other than 
the Federal Government purchase a portion of the bonds. 

Mr. Fretrncuuysen. Would you have any fundamental objection 
to eliminating that proposal that the purchase be shared by someone 
other than the Federal Government ? 

Mr. R. B. Perxrns. Our Department is concerned primarily with 
the educetional aspect. From our viewpoint we have no fundamental 
objection ; however, I think that the committee is in a somewhat dif- 
ferent position in having to consider the financial aspects as a whole 
from the viewpoint of the Federal Government, and to weigh the 
relative merits of having the Federal Government have a partner 
in each of these transactions. 

Mr. FrectincuuysEN. Have we ever discussed, or has the Depart- 
ment ever given a description of how the figure of $750 million was 
urrived at as an estimated need under this section ? 

Mr. R. B. Perxtns. I am not sure whether we did or not. We dis- 
cussed it geenrally in response to a question, I think, that was raised 
yesterday or the day before. But in general terms, the way it was 
arrived at involved a considerable amount of estimating. We took 
the figure that was discussed the other day in the neighborhood of $75 
million as being the 1954 bond sales, above 3 nercent. Then we took 

59521—55—pt. 230 
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as an estimate of what bonds might have been sold but were not re- 
corded as bonds sold because the deal did not go through, or it was 
withdrawn, or possibly it was a private bond sale, as being perhaps 
an equal amount during 1954. That is districts would have sold had 
they had an available purchaser, at 314 percent, another $75 million, 

Now, that would make an estimate of $150 million a year needed at 
construction rates as they were in 1954. 

Now, we anticipate that there will be a substantial general increase 
in construction. Although we cannot figure out exactly the rate of 
increase of the overall construction in the country and when combin- 
ing the increased construction rate with the factor that there is no 
set State allotment under title I, title I is designed to take care of all 
who want to sell bonds to the Federal Government and cannot sell them 
to the public. It was somewhat on a first come, first served basis. We 
wanted to take care of everybody—it was decided that we should take 
the $150 million and double that for each annual estimate. 

That would make it $300 million as the annual ceiling, and over 
a 3-year period it would be $900 million. 

Now, then, taking the Federal share of that, it was reduced down 
to $750 million. In response to your original question, I think that 
without the requirement that there be a partner with the Federal 
Government, that a ceiling of perhaps $1 billion would be ample. 

Mr. FrevincuuyseN. From what you say, you have given what you 
consider liberal estimates, and you say it is based on actual experi- 
ence of bonds issued over a 12-month period at what we now are calling 
excessive interest rates which come to about $75 million, and doubling 
that to cover those that might be issued if the Federal Government or 
someone could have been guaranteed as a purchaser of bonds at 314 
percent, and then having still above that a margin for increased 
construction as the result of this kind of participation. 

Mr. R. B. Perkins. For increased construction, and also for recog- 
nition of the fact that because we do not have any allotment system in 
this bill, or in this title purposely it is on a first come and first served 
basis. 

So as you say, it is a liberal amount to assure that the ceiling would 
not cut off any school district. 

Mr. FreiincuvuyseNn. In view of the fact that we are all anxious to 
get school buildings constructed as fast as possible, I wonder if you 
would care to comment on Mr. Stein’s opinion that if there had to bea 
sharing by someone other than the Federal Government, and there 
might not be another purchaser found for some of those bonds, it 
might slow up construction. 

Do you think that might be a serious disadvantage to the proposal 
that there should be a sharing of the burden of purchase ? 

Mr. R. B. Perkins. We do not think it would be a serious disad- 
vantage. I think perhaps we stated in the first or second day of 
the testimony that we have been advised that in most of these cases 
where bonds are not marketable at a reasonable iaterest rate and if 
the Federal Government were to take the longer maturities, the 
shorter ones would become readily salable. It is my understanding 
of the actual practice under the college dormitory lending program, 
and to some extent under the PWA-RFC program, that experience 
¢emonstrates that by the Government taking the longer maturing 
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bonds, the shorter ones are readily marketable at a reasonable interest 
rate. 

For that reason we do not think that the requirement of a partner 
to the Federal Government as provided in title I would be a serious 
disadvantage. 

Mr. Fretincuuysen. Do you have any basis in your experience, 
Mr. Stein, that it might slow up construction to seek a purchaser in 
addition to the Federal Government for these bonds? 

Mr. Stern. Well, I do not think that there would be any material 
slowing up. It is possible that if a purchaser could not be found 
there might bea belibekey to retard the program in some few instances. 

Mr. FrewiNcuvysen. Mr. Perkins’ argument sounds reasonable to 
me, though, that probably an outside pure chaser would be readily avail- 
able, if the Federal Government stepped in as purchaser of the long- 
term maturities, for the shorter term. 

Mr. Stern. I think that is probably true. Local banks and investors 
would probably be eager to purchase the short maturities if that is 
the program, and they were given the opportunity to do so. 

Mr. FRELINGHUYSEN. That is all I have, Mr. Chairman. 

Mr. Wier. I want to make an observation of Mr. Stein’s presenta- 
tion here. 

With reference to the beginning of the PWA program in 1933, 
which you make reference to in your third paragraph, and using that 
as an indication of what could possibly be expec ‘ted in the President’s 
legislation—that is what you are trying to picture there—let me ask 
you this question : 

You were with the agency at that time, is that correct? 

Mr. Stern. That is correct. 

Mr. Wier. Well, from my experience on the Federal Impacted 
School Subcommittee, that Mr. McConnell, Mr. Burke, and several of 
us were on and made a visit of a number of cities in the South and East, 
I do not think this is a good criterion for what took place then. 

You say that loans for educational projects up to March 1, 1939, 
totaled approximately $93,800,000, of which $65 million was for sec- 
oridary schools. 

Now, that program, as I remember it, in the 1930’s: and the experi- 
ence that I had with the WPA projects, those schools were constructed 
under an act with WPA aid, and in 1939 you quote these figures. 

Well, in 1948 our committee made a visit to these various cities, and 
[ now pick out Charleston, S. C., as an example of what we saw under 
this program. This program was not a standard permanent program. 
That was the WPA. For instance, in Charleston, S. C., where some 
of this money evidently was invested in two schools, secondary schools 
that they showed us, we found that the deterioration in those 10 years, 
from the year 1939 to 1949 when we were there, was such in those two 
schools because of the lack of standardization of the buildings and 
being properly built. In those 10 years they had deteriorated to the 
extent that they did not see any reason why, or they could not see 
any reason as to how they could meet any obligation that the Gov- 
ernment expected of them. 

That.was because the roofs leaked, one side of the building sunk, 
and they found themselves confronted with completely new buildings 
or more money being put in to rehabilitate these two school buildings 
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than they were really worth. That was the estimate that they had. 
This is what happened all through the United States, I think. Many 
of these construction projects were simply wiped out because the 
school was still confronted with these school buildings. 

Mr. Stern. If I may say so, sir, I think we are discussing two dif- 
ferent programs. 

Mr. Wier. Well, they are related. 

Mr. Stern. The WPA program to which I believe you referred was 
an entirely different. program from the PWA program. 

Mr. Wier. Are you not using figures here for collection purposes, 
for sound financial purposes? 

Mr. Sretrn. That is right. But these figures that I have, and the 
only program with which I was associated and with which I was 
familiar, was the Public Works Administration program under Mr. 
Ickes. And from all reports I have the buildings constructed under 
that program were very good buildings. 

I am not familiar with the WPA, or Works Progress Administra- 
tion program, which was an entirely different program. 

Mr. Wier. I wanted that clarified. 

Dr. Brownety. Mr. Chairman, if I may comment, during the period 
of time about which Congressman Wier speaks, I was a school super- 
intendent and we had construction under both the WPA program and 
the PWA program. There was avery great difference in -both ‘the 
financing of those programs and the manner in which buildings were 
constructed. 

The PWA program was operated under very close financing and 
construction standards. The WPA program by and large was for 
the relieving of unemployment, and the projects and the financing 
were set up pretty much on a local basis. 

In substantiation of the point that Mr. Stein has made, I think that 
the financing experience of the two would be very difficult to compare. 

Mr. Wren. I tried to point that out. 

Dr. Brownett. I think that is a good point to bring out. 

Mr. Wier. One was an emergency program in which the Govern- 
ment got very little back, because in a period of 10 years the schools 
were deteriorated to where they had to have considerable money put 
back in them, or new schools. So the Government just wiped most of 
those schools off of that emergency program. 

Mr. Ketiry. Will the gentleman yield for a question? 

The projécts that you are talking about came under the WPA. 

Mr. Wier. I understand that. 

Mr. Ketiry. Not the PWA. 

Mr. Wier. I did not want to have any confusion here that you got 
all of your money back on all of the Government construction. 

Mr. Ketrry. All right, Mr. Perkins, you may proceed. 

Mr. Soiru. Let us assume that this pogram is recommended that 
you are talking about, and it becomes alaw. There is a school district 
that wants to build a schoolhouse. Someone in that school district has 
to initiate it and the people have to vote on it; is that correct? 

Mr. R. B. Perxrns. That is correct. 

Mr. Smrru. Now, they have a school meeting in the district. Your 
chart that you’ have there is up before them and they look at title 
I, and they look at title IT, and they look at title ITI, and they look 
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at title IV. Which one of those are the taxpayers going to look at? 
They are going to look at that title III and title IV; is that not so? 

Dr. Browneuu. May I answer that? 

y Mr. Smith, I think that the question would be what they are eligible 
or. 

Mr. Smiru. But you have got to sell them the proposition that they 
are not coming under title III or title IV, and that is going to cause 
all sorts of disputes and all sorts of trouble in that particular dis- 
trict. Then you have to sell them and show them that they are not 
eligible under title III or title IV, because it is the old proposition, 
which would you sooner have, a loan of $100, or a gift of $100. 

Dr. Browne. That is correct. I think it is important for any 
act to set forth the conditions of eligibility in sufficient clarity that 
the district can easily determine whether or not it is eligible. Other- 
wise the act may cause districts to slow up in the hopes that it can 
wait and become eligible. 

Mr. Smiru. They are going to hear that a district 150 miles away 
got a grant, and they are going to have to have it proven. It will 
require a lot of effort on somebody’s part to show them that they 
cannot receive funds under title IIT or IV. 

Dr. Browne.t. I think the question of the amount of time to show 
it depends on the specificity with which the eligibility requirements 
are stated. 

In other words, if you tell me that I am eligible for securing a 
loan or a gift when I become 21 years of age, then there is no point 
in my applying for the loan or grant if I am less than 21 years of 
age. If you said that I have to have certain other conditions after 
I am 21 years of age, then I can check to see whether I meet those 
conditions. 

However, if the indication is merely that any district which desires 
a loan or a grant can apply, and then a determination will be made 
as to whether or not it is eligible, probably you would have many, 
many districts applying and would then have to wait until their 
applications ade * considered. 

That is one reason why we believe there should be in any proposal 
of this sort a very careful indication of the requirements of eligibility 
so that the local district could determine whether or not it is eligible. 
We have indicated the eligibility requirements to be a district finan- 
cially unable to pay the costs of a school building. 

Mr. Smirn. Dr. Brownell, you have been a schoolteacher, and 
you have had public relations with Mr. Average Taxpayer. My point 
is that he is going to have to have something sold to him, because 
before he will go to the polls and vote he has got to be convinced, 
and there are going to be town arguments and everything else in 
regard to this program. They are going to ask, “Why can't we get 
it if someone else gets it?” 

Mr. R. B. Perris. Mr. Smith, I think one point that could be 
made in that connection is that the existence of provisions other than 
the grant title does not make that situation worse, but if anything 
tends to make it better. 

In others words, district A, which gets a grant under any grant 
bill, or rather district B, which does not get the grant, will feel just 
as badly whether there are provisions other than the grant title or 
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not. If it is eligible for something other than a grant, assuming it 
is not eligible for the grant, it would be in a better position than if 
there had been nothing but a single grant provision. 

What I am saying is that there will not be under any grant bill 
enough money to pay to every district. There will be some districts 
which get grants and some which do not. It is our view that one of 
the merits of a proposal of this nature is that for those districts which 
do not get a grant, or do not need a grant, there are alternative pro- 
visions of financing. 

Mr. Smiru. My sole point was the time element in getting those 
programs underway. That is what I am talking about, that those 
people are going to have to be sold. 

Now, it is not a question of today. It is going to be the process of 
months. That is true if I know anything about human nature. 

Dr. Browne. I think Congressman Smith is right in the public- 
relations problem, because I went through the PWA and WPA days, 
and I know that as we had school building needs during that time, one 
of the first questions that we had to answer was, “Have you tried:to get 
any money from the Federal Government?” If you didn’t get any, 
“Why not’? 

You must have an answer to that question available for the public. 

I do not believe that there will necessarily be a delaying situation 
when the conditions are known because the superintendent and the 
board of education are in position to provide the answers to that ques- 
tion at the same time they provide the information to the public 
showing the extent of the local need. 

Mr. Smirn. And, of course, another point involved is the fact that 
a school district is about as close to the people and comes as near to 
being a democracy as any department we have in America. You have 
a lot bigger problem of selling instead of selling somebody that is 
elected to represent these people, like a county commissioner, or some- 
one like that. You have to sell it to the mass of the people. 

Dr. Brownett. That is right. 

Mr. Fre_incuvysen. Will the gentleman yield? 

Is not the administration’s program basically that there should be 
a number of strings to the bow in this school construction field, and as 
I understand your position you are worried whether the grant string 
to the bow is not going to be such an obviously stronger one that they 
may not turn to the other sections. 

Mr. Smrru. When you put that program up before a school meeting 
any place in America, they are going to look at title III and title IV, 
and wonder if they can find some way of getting under that. 

Mr. Fre_incnuysEN. But again, if the grant program is carefully 
qualified, so that it is clear that it would be easier to get under title 
and title II, you are not suggesting that there is no room in a Federal 
program for any grants, are you? 

The alternative would seem to be either to eliminate it entirely or 
have it the only string to the bow. 

Mr. Suirn. I am talking about the time lag, and we talked about an 
emergency for legislation to build school houses, and my contention is 
that the people—if you have never been to a school district meeting it is 
an education to go there. 

Mr. FrevincHuysen. If there are various ways in which the problem 
can be tackled, such as titles I and II, you are in a better position than 
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if there is just a possibility, and a remote possibility, no matter how 
big the grant program is, if that is the only way. Are we not in a 
better position to have more than one way in which Federal assistance 
can be provided ? 

Mr. Gwinn. Would the gentleman yield on that point? 

I was just looking to confirm the testimony of Roger Freeman on 
the difference between the States of Washington and. Oregon. That 
is to illustrate the difficulty that the Department of Education is going 
te face. 

Oregon, which is about half the size of Washington 

Mr. Fretincuvysen. In population, you mean ‘ 

Mr. Gwinn. Yes, and in per capita wealth. The per capita wealth 
is about the same, and their per capita income is about the same, and 
they are as like as two peas in a pod in their natural wealth and re- 
sources, because Oregon is about half of the size of Washington. 

Mr. Wier. Politically, they are a little different. 

Mr. Gwinn. Now, in Oregon, Dr. Brownell, I want you to get these 
figures: In the school survey, that is the school facilities survey, 
Oregon has a deficit of only $14,384,000. Washington has a deficit 
of $249 million. 

Now, what criteria are you going to use in deciding whether Wash- 
ington "qualifies and whether Oregon is qualified for a loan under 
title 11? 

Dr. Brownett. I think, Mr. Gwinn, in answer to that question, I 
would say in the first place that we have attempted to provide in the 
bill entirely different criteria from that of merely having the State 
indicate what it could do under existing laws. 

The figures which you quote are the figures reported by the States, 
the purpose of which was to indicate where they stood in reference to 
meeting their reported school building needs under their existing 
laws. 

Now, I think those figures served a useful purpose to a number of 
States in letting them recognize that if they were going to provide 
the necessary school buildings they would have to do something about 
their laws. A great many ‘of the States have done something about 
their laws. 

The — of that material, as I understand it, was not to deter- 
mine the basis on which those States should receive a particular 
amount of Federal aid, but rather to point up what relationship exists 
between the needs which States say they have and what they would 
be able to finance under their existing laws. 

In earlier testimony we tried to call attention to the fact that some 
States have increased the bonded indebtedness limit against which 
school districts may borrow. Some of them have reorganized school 
districts to get more efficient organization. Others have changed the 
method of taxation and set up State funds to assist in school-building 
construction. 

All of those would, of course, reduce the difference between the 
apparent deficit which was reported and the real deficit. 

In answer to your general question, I would say that those figures, 
which again were figures back in 1952, would by no means be satis- 
factory criteria to be used in determining what a State really needed 
if it modified its laws to take care of its own needs. 
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Mr. Gwinn. Now, let us apply some of the criteria just to get a little 
picture of what the United States Office of Education is going to be 
up against. That is as between those two States. 

Let us say an application comes in from Washington, where the 
tremendous deficit is shown, indicating that they have crippled them- 
selves in many ways possibly in their ability to finance. Let us say 
they have a homestead exemption law on the books, They are as- 
sessing their property at 10 percent of its true value. Let us assume 
that they have a limitation on their borrowing capacity at 2 percent. 
We can further assume they have many school districts where they 
have only 50 high school children, and they want to build a building. 

The United States Office of Education will have to take into account 
all of those situations with regard to Washington, will they not? 

Mr. Fretincuuysen. Are we talking about title II or title ITT, Mr. 
Gwinn? Are we talking about grants or are we talking about serv- 
icing of a debt under the building authority ? 

Mr. Gwinn. We are talking about whether or not the United States 
Government is going to participate in any of this financing on the 
ground that the school district must have that aid, or has applied for 
that aid, or has been unable to sell its bonds on the market. That is 
any of the programs. 

Mr. Freiincuvuysen. I can understand how we have to be careful 
about what kind of grants we provide and see to it that Federal grants 
do not retard local effort and reward areas which really do not deserve 
to be rewarded at the expense of those that have made the proper 
effort. 

But in the building authority program I do not see why this is 
particularly appropriate. 

Mr. Gwinn. The Government is going to build the bonds. 

Mr. FReLIncHuyseNn. It is going to service the debt. 

Mr. Gwinn. That is the same thing except in amount, and the extent 
of the obligations that the Federal Government is going to assume. 
1 do not see that the Federal Government is going to be relieved under 
titles I, II, III, or IV. 

Mr. Fretincuouysen. It is deliberately injecting itself into it. 

Mr. Gwinn. In knowing what the condition is of each school dis- 
trict involved in Federal financing in any way ¢ 

Dr. Brownetu. May I answer that question to this extent? Under 
title I, the school district offers the bonds for sale. If the bonds are 
sold in the normal way and if the rate of interest that they can get is 
less than, we will say 3% percent; the Federal Government does not 
participate at all. If it is above that, then the school district through 
the State department of education requests the Federal Government 
to purchase those bonds. If they are a good investment, certified by 
the State in accordance with the provisions, then the bonds are pur- 
chased. That isthe procedure under title I. 

Mr. Gwyn. In that case you do not require any further backing 
of the certificate? 

Dr. Brownetu. The certificate covers that, because, first, in order 
to have them considered by the public market. you must have the 
opinion of a bond attorney, and he must go back into their financial 
rating, and that sort of thing. If they are not bonds with a sufficient 
backing, so that they are a good investment then the school district 
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may request to come in under title III. The stage where we would 
have to examine them is under title III and not under title I. 

Mr. Gwinn. Excuse me, Doctor, and let us not leave title I for a 
moment. 

Then under that state of facts, which is possibly the most favorable 
state of facts that will be presented, a certificate is handed to the 
department from the State of Washington that the district could not 
sell its bonds. But it could not sell its bonds for the very reasons that 
I have stated. New York would then be called upon to make a contri- 
bution to a district in Washington that had imposed upon itself its 
own restrictions, and its own limitations of credit just because Wash- 
ington, let us say, insisted upon doing that. 

Do you think that is right for the taxpayers of New York State? 

Dr. BrowneE.u. There is a presumption in what you have said which 
I think is not entirely in accord with the manner in which the act 
would be administered. The determination of whether or not the 
district in bynes eam or in any other State were in a financial posi- 
tion to meet the debt service would be based upon a specific investiga- 
tion, which might be done in either of two ways. We are making a 
pretty careful study right now to determine whether or not either of 
these plans would be equitable between the various States. You should 
have an equitable comparison of situations between States. 

One is on the basis of getting the true value of property establishing 
the amount a given levy would raise on the true value of the property. 
The problems of getting the true value of property differ in States. 
In some States this procedure is a relatively simple matter and in other 
States it is more difficult. 

The second manner would be to get a comparison of the disposable 
income, and the amount of per capita or per pupil disposable income 
of the districts. 

Now, on either of those two bases you could apply the same formula 
in one State that you could in another. That is rather than relying 
upon the reported assessed valuations, which as we indicated in our 
earlier testimony, vary not only within States but between States. 

It is through that kind of administrative procedure which could be 
applied under title ITI, that would answer the question which you have 
in mind. 

Mr. Gwinn. But I have in mind, too, this case in title I. You are in 
a position, as I understand it, if Washington certifies that it cannot 
sell its bonds in school district 1, you participate in the purchase of 
those bonds and in the servicing. You participate in the servicing of 
the interest and amortization. 

Dr. Brownetu. No. 

Mr. FrELINGHUYSEN. It is purchased under title I. 

Dr. Browne.u. All we do is purchase the bonds under title I, and 
districts pay the interest on them just the same as they would to any 
private holder. 

Mr. Gwinn. You do not inquire as to the relative position of Wash- 
ington, as compared with Oregon ? 

Dr. BrowNEtL. No; we do not. We cunsider the situation of the 
individual community. For instance, let me read, if I may, what is 
indicated in section 104. I think that may clear up the point. 

Under section 104 (a), the obligations of the local educational 
agency may be purchased under this title only upon application by 
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the State educational agency to the Commissioner, certifying that such 
local educational agency is, as evidenced by a public offering of such 
obligations, unable to obtain the funds necessary to finance the cost of 
construction of the school facilities involved from other sources upon 
reasonable terms and at the interest rate applicable to obligations 
purchased under this title. 

Section 104 (b) provides that: 


There is an opinion by a qualified attorney that such obligations have .been 
legally issued and are binding on such local educational agency. 


Section 104 (c): 


The school facilities to be constructed with the proceeds from the sale of the 
obligations are needed for current or reasonably anticipated enrollments, or con- 
sistent with any applicable State redistricting plans or policies, and will be 
undertaken in compliance with applicable State construction laws and standards ; 
and include such additional information as may be necessary to make a showing 
satisfactory to the Commissioner that such local educational agency is finan- 
cially able to pay such obligations as they may become due. 

In other words, the requirement in the law is that there must be the 
necessary financial information provided to show that the bonds are 
good bonds. If they are not or, if the school district does not have the 
financial ability, the bonds would not be bought, and the district would 
then be eligible for a consideration for a grant under title ITT. 

It is at that point that you would apply these standards, which would 
have to be reasonably comparable between the States in order to be 
fair and equitable in the administration of the act. 

Mr. Gwinn. But the very inability of the district in Washington 
to sell its bonds readily in the market is due to these restrictive char- 
acteristics that depress their credit to some extent, even though they 
may be able according to the judgment of the Federal Government 
ultimately to pay. They still have the limitations, the 4 or 5 that I 
outlined. 

Dr. Brownetu. I think the limitations there would more likely 
mean that they were unable to offer bonds on the public market. In 
other words, if they have a low debt limit imposed by the State, or 
if they have a tax limitation, then they simply cannot issue bonds. 

Mr, Freiincuuysen. That would not affect the credit standing of 
the school district, would it? 

Dr. Browne tt. No. 

Mr. FrevincHuyseN. We are talking about a district with a poor 
credit standing. 

Mr. Browne t. If it is a matter of poor credit standing, then as I 
have tried to indicate, if their credit standing is such that they cannot 
sell their bonds on the public market, then they would have to be 
considered under title ITT. 

Mr. Ketxiey. Would you yield to the gentleman, Mr. Zelenko? 

Mr. Gwinn. I have not finished, but I will yield. 

Mr. ZetenKo. I would like to come in first for a moment. I agree 
in substance with Mr. Smith’s remark, that between titles ITI and 
IV, and titles I and II, you would have competition and acrimony 
between districts, if they get something for nothing, or lending. 

Do you not think, Doctor, that would also give risk to criticism of 
being politically right in one district, as against another. Let us be 
practical about it. That is why I must agree with Mr. Smith, and I 
think that point should be considered by you. 
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Dr. Browne tt. I think it is a very important point, and I think 
that the bill as written, or as might be modified by this committee, 
should be very carefully considered regarding that point. I think it is 
fairly clear, however, that there would not be this kind of confusion, 
and I will tell you the reason why. 

Title I is perfectly clear as to districts eligibility. This bond pur- 
chase provision is necessarily applicable only to such districts which 
have the legal capacity to issue bonds. What it does is to insure to 
such districts, which otherwise would have to pay a high interest rate 
that there is a ceiling. 

Title IL would apply to an entirely different kind of a district. 

Mr. ZeLenxo. If I may interrupt you, because I think that I under- 
stand what you are driving at, and I know that many people would. 

But as Mr. Smith pointed out, you are dealing with the average 
taxpayer at his level, and he is not interested, or will not understand 
explanations, or will not believe them. If he sees the next school 
district is getting a grant, and he is getting a loan, you can give him 
all of these charts and provide a faculty to explain it to him, and you 
will still have the same trouble. That is why I think we are faced 
with a practical difficulty. You cannot explain to one man why you 
are giving something to his friend and only lending something to him, 

Mr. Fretrncuuysen. What is your solution, Mr. Zelenko, to give 
something for nothing, as you put it, and just have a grant program ? 

Mr. ZetenKo. That is not the solution. I say that the solution is 
that we should not have a bill in which there is a division of the type 
of largess that we will extend. 

Mr. Fretincuuysen. You object to the various strings to the bow 
approach? What do you suggest ? 

Mr. ZetEenko. I think we should have one string at a time. 

Mr. Ketiry. Mr. Gwinn has the floor. 

Mr. ZetenKko. May I suggest this, that the expression having a 
number of strings to the bow, I think needs a little explanation. You 
can only shoot with one string at a time. 

Mr. Fretincuvuysen. That is the advantage of having various pro- 
posals, is it not ? 

Mr. Zetenko. But the point is this, and I know if we came down 
to the two districts and one got a grant and one got a loan, you would 
never be able to explain to the people in the district that got the loan 
the good reasons why the other people got the grant. 

ow, you ask me what I would do, if we will have the proper number 
of yieldings around so we can get down to me. 

Mr. Ketiry. Mr. Gwinn has the floor. 

Mr. ZeLENKO. I assume that Mr. Gwinn has yielded. 

Mr. Gwinn. I think that you may make the point that I am trying 
to make, and I will still yield. 

Mr. Zeten«Ko. I have been listening to this, and what is being ex- 
plained to us will have to be explained to each and every taxpayer, 
and each and every school district, in each and every State, and each 
and every county. 

Now, I confess that although I only have two college degrees, and 
some honorary ones, I cannot follow this too well. 

Mr. Fretincuuysen. What is your solution, Mr. Zelenko? That 
is what puzzles me, if you find a lease arrangement hard to explain. 

Mr. ZeteNnKO. I have a solution. 
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Mr. Gwinn. Will the gentleman please remember that I have not 
yielded for a general discussion. 

Mr. Ketiey. You proceed, Mr. Gwinn. 

Mr. ZetENKO. May I just answer the question, and then I will be 
finished ? 

I think this is so complicated it is going to cost the Federal Gov- 
ernment money any way we look at it, and it always does. Perhaps 
a State confronts a Federal agency and it says, “Here are the plans 
we have for a school and we want to build it this way,” and the Fed- 
eral Government says, “We want rental at so much a pupil, for 20 
years or 10 years, and a guaranty of a minimum, and so much a pupil,” 
and then you get the building after that. 

Then we do not have to worry about bonds, and loans, and every- 
thing else. Then the taxpayer knows it is going to cost us $200 a 
kid, or $100 a kid a year. 

Now, in the interest of speed, because I think we would all have to 
go to Wall Street and get a financial education and you would have 
20,000 people on a patronage list explaining the bond business, and 
you would be in the courts. 

I do not know if my solution is a good one, but I think it is under- 
standable to the taxpayer. The Government is getting so much rent 
a year, based on the number of pupils in the school. That is all. 
And the State submits the design and owns the land, and the agency 
says, “Look, at so much, this is what it will cost you a pupil a year, 
and we will build in a hurry.” 

Now, I do not know if it is a good solution, but it is mine. 

Mr. Gwryn. I yield to the gentleman from New Jersey, if you 
want to ask a question along this line, which I would like to get over, 
if I may. 

Mr. Fretineuvysen. I wish that we had a simple solution to this 
question, Mr. Chairman, and I thank the gentleman for yielding. 
All I would suggest is that perhaps we should get on with the busi- 
ness’ of explaining what title ITI is. We still have not had that up 
before our committee. We cannot see what the relationship is be- 
tween them until we do. 

Mr. Gwin. I have been studiously silent for 2 or 3 days, and I 
have not had my chance to ask any questions, and I am not going to 
go on until we exhaust this question. I will not be long if the gentle- 
man will not interrupt me too much. 

Mr. FReLINGHuysEN. I promise not to interrupt. 

Mr. Zetinxo. Not only is the question exhausted, but the questioner 
is exhausted. 

Mr. Gwinn. Now, the gentleman has spoken of the districts next 
to each other looking at what the other one is getting. My point is 
that Oregon and Washington are looking at each other, too. The 
disparity is very marked. Washington, from the point of view of 
the United States Office of Education up to the present time in this 
survey, has a deficit of $249 million, and only $14 million for Oregon, 
which means that Oregon by and large has met its situation. Wash- 
ington has not met its situation. It has many limitations that I 
described. 

Now, how are you going to avoid considering those limitations 
when you consider either title I, title IT, title ITI, or title ITV? 
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Dr. BrownELL. May I indicate it this way: When it comes to title 
I, we do not have to worry about those limitations at all, Mr. Gwinn. 
That is in any of the States. School districts in any State operate 
under. the State laws to offer their bonds just as they do at the present 
time. 

The only place where the Federal Government comes in is where a 
school district in any one of the States finds on public offering that 
the interest rate would be more than 3%. In that case, they then 
apply to the State, and with this certificate, if they have the financial 
resources to pay the debt service, then the Federal Government will 
buy the bonds. That would be true in any State. 

be in title II the only school districts which would be eligible 
are these where a State agency has been set up to provide for the 
finaneing or building of schools. All that the Federal Government 
does in those cases is to advance money to their reserve fund. The 
State agency operates its own building program and as far as the 
Federal Government is concerned, its only involvement is that it 
advances money to this reserve fund in accordance with the contract. 

Mr. Gwinn. But the simple point I am making, Doctor, is that you 
should be bothered because you are pledging the credit of Oregon, 
and you are taking taxpayers’ money out of ans that is not going 
to call on you for anything, let us say, to correct a situation in Wash- 
ington that is due to an accumulation of restrictive measures that 
Washington herself could take care of. Is that not so? 

Mrs. GREEN. Will the gentleman from New York yield for a 
moment ¢ 

Mr. Gwinn. I yield. 

Mrs. Green. Since my State has been under discussion for some 
time, I might say that Oregon cannot meet its situation at the present 
time. We have school district after school district that is bonded to 
capacity, and they cannot raise any more money. Some of our dis- 
tricts are exceedingly poor. 

There is no way of meeting this problem of providing satisfactory 
schools, or a minimum requirement for our youngsters unless we have 
some help from the Federal Government. ‘I°d6 not know the figures 
that you have before you at the present moment. 

Mr. Gwinn. I am not going into that question in this case. Ob- 
viously the difference is ridiculous. Oregon’s deficit or incapacity is 
measured by the United States Office at $14 million, and Washington’s 
deficit at $249. 

So there is going to be a lot of looking over the fence between those 
two States in financing their school bond requirements. 

Mrs. Green. May I ask the gentleman one other thing? Were those 
figures for Oregon and Washington made out by the same people? 

Mr. Gwinn. This is page 138 of the school facilities survey. 

Mrs. Green. But made out by different people, and there is no 
criteria that was set up in giving these answers, so that they might 
not be the same ? 

Mr. Gwinn. It is the same questionnaire, and I assume to the De- 
partment of Education of the respective States. 

Dr. Browneti, The departments of education of the respective 
States reported on the shortage of classrooms as of the spring of 1952, 
I believe it was the number they anticipated they would Saat by Sep- 
tember of 1952. 
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Now, actually those particular figures sre entirely out of date and 
they are not used at all, as we indicated in presenting our phase 2 
school facilities survey. 

Mr. MoConne tt. I would like to ask Mrs. Green, and I was not clear 
on her statement, Did you imply that Oregon was not able to take care 
of the situation financially, or do you imply that they cannot take care 
of the situation because of certain restrictions as to borrowing capacity 
and so on? 

Mrs. Green. I think.that they both would probably be true. There 
are individual districts under the present laws that cannot possibly 
take care of their school needs. And to me one of the most serious 
drawbacks, under this bill which is being presented, is the interest rate. 
I do not think it is going to solve the problem at all. 

I do not know of a single school district, and that is not saying there 
are not some, but I do not know of any district in Oregon that has not 
been able to float bonds at 2 to 214 percent. Then to say that we are 
going to solve it by the Federal Government buying the bonds at 314 
percent, I do not think meets the situation. 

Mr. McConne tt. All we are trying to do here in many respects is 
just what we did in Pennsylvania. We have been blocked because of 
our constitutional limitation on borrowing. 

But we set up school authorities, and we have been building schools 
by that method. That is rather than asking the taxpayers of’some 
other section to give us money. We set about doing it ourselves, 
because we thought we had that capacity. That is why T asked if your 
objection is based on some type of statute limitation, or constitutional 
limitation, or was it based on a complete financial inability to handle it 
yourself ? 

I think that is the crux of this whole approach. It is an effort to 
thaw.out where we cannot handle things under constitutions of States, 
and so on. to give another approach. We will try to expand this thing 
in that way. “That is why we are doing this. 

I only want to clarify what was meant, whether there was no finan- 
cial capacity of Oregon to handle her own needs, or whether they were 
limited by constitutional restrictions or statute restrictions. 

Mr. Gwinn. When we adjourned yesterday I had had no oppor- 
tunity to examine Mr. Perkins. We adjourned before either Mr. 
Smith or those below this point had a chance. So I would like to ask 
Mr. Perkins a few questions pertinent to his testimony. 

Mr. Ketiey. Those questions will be on title ITI? 

Mr. Gwinn. They will be on title IT, and it has to do with school 
districts that he bem agney as being unable to finance themselves. 

Mr. Ketter. I think when we closed yesterday you were ready to 
testify on title III, were you not, Mr. Perkins? 

Mr. R.B. PERKINS. Yes, sir, but whatever the Chair wishes. 

Mr. Gwyn. Mr. Chairman, when Mr. Barden adjourned, he had to 
adiourn before we had an opportunity to ask any questions at all. 

Mr. Kettey. All right. 

Mr. Gwinn. It was on the understanding that these questions would 
be asked today. 

Mr. Ketrey. The Chair is asking for information. 

Mr. Gwinn. Now, Mr. Perkins, you have been made aware of the 
testimony that has come up from the various States during last week, 
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sharply disputing the apparent showing of the department of inability 
to finance their own schools. 

Mr. R. B. Perkins. I am generally aware, yes, sir. 

Mr. Gwinn. And they raised the issue sharply and, in fact, there 
is documentary evidence and general statements to the effect that there 
is not a single school district in the United States, certainly with the 
help of the State in their school funds to finance the local district, who 
cannot finance themselves. 

Do you not think in view of the fact that this is a proposal, and 
that all of these bills are proposals, that the Federal Government 
should finance alleged districts unable to finance themselves, that the 
burden of proof ought to be on the proponents of this legislation to 
show that fact before Congress is asked to act on the legislation ? 

Mr. R. B. Perxrys. I think that is a fair assumption; yes, sir. 

Mr. Gwinn. Now, will you give me and this committee, in any 
State, examples of school districts that cannot finance themselves if 
they remove their own limitations, or if they are unable themselves 
1o finance themselves, where they cannot call on their own State for 
such aid? 

Mr. R. B. Perkins. Well, if we are going to take State aid into the 
picture, I would be inclined personally, from what little I have avail- 
able as personal information, to the view that every school district 
could finance itself. That is if we are going to take State aid into 
account. 

In other words, as I indicated yesterday, the credit of the States 
themselves is good, and the States could issue bonds on their own if 
they wanted to, which would help out the needy school districts. 


tar they could make all districts able to obtain schools without. 


Federal aid. 

Mr. Gwinn. I would notgo that far, as to say that the State would 
have to issue its own bonds. I was referring to the State’s own 
revolving funds, or its own State aid, which goes as high as 50 percent 
in some States to aid the school districts. 

Coming short of the issuance of bonds by States, what would your 
answer be as to the individual school district’s ability to finance its 
own construction ? 

Mr. R. B. Perxrns. Well, I would suppose that many States in 
order to provide the necessary aid for needy school districts would 
have to levy additional taxes. 

But assuming that were done, I would suppose that the States 
could answer the problem if they were to raise those additional taxes. 

Mr. Gwinn. That is, if you have a limitation, as they have in Ken- 
tucky and Indiana, of 2 percent, and if they raised that to 3 percent 
or 4 percent, or some other figure, you would expect that generally 
speaking that would enable the school district to levy enough to take 
care of themselves with few exceptions, possibly. 

Mr. R. B. Perxrns. That is a somewhat different question. The 
question that you are now asking is, if the State legislatures, or con- 
stitutions, or statutes were so changed as to raise the lebt limit im- 
posed on individual localities, would that solve the problem. 

Now, that is a different issue from the issue of State aid. 

Mr. Gwinn. That is quite so. It still goes on the theory that they 
can finance themselves with their own credit. That is at that point. 
Is that true? 
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Mr. R. B. Perkus. I believe that there are a number of districts 
which even though they have the bonding capacity, and even though 
their debt limits were increased to permit them to issue bonds, would 
be unable to meet the debt service on those bonds. 

Mr. Gwinn. But then that would be a comparative thing. What 
would you say the comparative number of such districts would be? 
Would it be large or small? 

Mr. R. B. Perxtns. We believe it would be relatively small, and 
that is one of the underlying assumptions of this bill. If most dis- 
tricts were given the bonding capacity, and these limitations were 
removed, districts could go ahead on their own. 

But we do not deny that there are in this country some districts 
which are so poor that they would be unable to pay the current debt 
service or the current rent on a school. That is the purpose of title 
III. Inother words it is designed to be supplemental to titles I and IT 
in those instances. 

Mr. Gwinn. Well then, to go one step further and to cover these 
few school districts where this may be true, that they do not have 
sufficient capacity to finance bonds for their own construction, do you 
know of any States that are not now able to use from their general 
tax funds money to help those districts with State aid ? 

Mr. Perxrns. I could not name them, but I know that the maximum 
would be not more than half of the States which have any kind of a 
State aid for construction program. I think the figure we have been 
using is about a dozen States which have State aid for construction 
in one form or another, that is, as distinct from current operations. 

Now, in those States it would require some sort of a statute to pro- 
vide State aid for construction. 

Mr. Gwinn. But we had State after State showing that even in this 
session of the legislature they were setting up funds, and revolving 
funds, or setting up lease arrangements or authorities for making such 
provisions. 

You would say if the State legislatures would do so, they could 
provide, in those few districts that are now unable to finance them- 
selves, enough money so that each and every school district in the 
United States could finance their own school construction, if they took 
whatever measures are necessary on their own resources to do so. 

Mr. R. B. Perxtns. I think that is probably true, that if every State 
placed a high enough priority on school construction needs, and were 
to enact the necessary taxing legislation, every State could help out 
its needy districts. 

Now, our title III is designed to encourage the States to move ahead 
quickly to do that. Under our title III, the Federal Government 
would offer grants to be matched by the States for precisely that pur- 

se. One of the key and important differences between title III 
of this bill and all of the other bills pending before this committee is 
that title III requires State matching from the State appropriated 
funds. So the essence of this title is to encourage the States to set 
up State aid for construction programs quickly, and to get State 
legislatures to act quickly along the lines which you are suggesting 
some of them have already acted. 

Mr. Gwinn. Now, I have one or two more questions. This bears 
upon the questions that have been raised as to the attitude of the 
people toward these funds that are coming from the Federal Govern- 
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ment. It all has a tendency to cause them to drag their feet and look 
to the Federal Government. 

Do you think in view of the fact that there are only a few school 
districts at best in a comparatively few States that we ought to 
enact legislation that contemplates the setting up in each State capital 
a new State agency to be in a aren to take advantage of the legis- 
lation on the theory that somehow or other they are going to partici- 
pate in this Federal aid to education for the Nation? 

Mr. R. B. Perkins. Well, in the first place, my answer to the ques- 
tion would be yes, even if an additional State agency were required. 
but the fact is that an additional State agency would not be required 
under this bill. 

Mr. Gwinn. How many State agencies do you figure would be 
necessary in order to function under this bill? 

Mr. R. B. Perxuys. The only title that would require any kind of 
a new entity at all would be title II. Now, that new entity could 
be simply the existing State educational agency. In other words, if 
the State legislature endowed the State educational agency with 
power to issue bonds and to enter into these lease agreements, you 
would not create any new body at the State level at all; but you would 
simply use the State board of education or other State educational 
agency. 

Mr. Gwinn. I have no further questions. 

Mr. Roosevett. Mr. Chairman, I would like to ask Mr. Perkins a 
question. Under title I, as I understand it, if the school district is 
unable to purchase its bonds at a proper interest rate, it then is able 
to come to the Federal Government to do the job at 314, is that correct? 

Mr. R. B. Perxrns. If it is unable to sell its bonds. 

Mr. Roosrvett. Now, if I was in the bond business, and I wanted 
to stop a school district from selling bonds at 2 percent or 214 or 
whatever the going rate of a good district would be, I would refuse 
to sell it, and I just would not give it any credit, because I would know 
then they had to go to the Federal Government which today, I think, 
has an interest rate around 2% or somewhere around in the upper 
levels. I would be able to destroy the good credit standing, or, not 
the good credit standing, but the ability of school districts with good 
credit, at a lower rate than even the Federal Government, in being 
able to sell their bonds. 

Mr. R. B. Perkins. Wait a minute. Could we take that from the 
beginning? School district A wants to build a school and wants to 
issue bonds to build the school. 

Mr. Roosrevett. Normally it has been able to get a 2-percent interest 
rate. 

Mr. R. B. Perxtns. It offers the new issue of bonds for the new 
school to the public market and it advertises for bids, and we will 
say there are 5 bond houses in the region which are interested and 
submit bids. They are opened entirely the normal way and the Fed- 
eral Government has not entered into the picture at all. 

Mr. Roosrvert. Maybe I distrust Wall Street a little too much. I 
would be thinking of a collusive agreement that nobody would bid, 
because if nobody bids or if we all agree we will bid at above 314 
or 314, we force that school district to come to the Federal Govern- 
ment, and we force them to do that to get their money. 

59521—55—pt. 231 
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Mr. McConnetx. Who is “we,” the investment bankers ? 

Mr. Roosevetr. If we adopted title I. — 

Mr. McConnewi. The investment bankers certainly would not try 
to give up business that I know of, and the competition is too keen. 

Mr. Roosrverr. They would get the business right back from the 
Federal Government, at a higher rate. 

Mrs. Green. Will the gentleman from California yield for just a 
moment? What you are trying to point out is, if we adopted this 
kind of a plan, actually school district after school district is going to 
pay more, either if it is renting its buildings from the Federal Gov- 
ment or if it is selling its bonds at a higher rate of interest; they are 
going to pay more for their schools than they are at the present time. 

Mr. Roosrverr. They certainly are, because they are going to have 
to come back and borrow at 314 from the Federal Government instead 
of being able to sell their bonds at the usual 2 percent. 

Mr. Fretincuuysen. Will the gentleman yield. Is this a serious 
situation? Are you really suggesting that, in effect, a collusive effort 
on the part of bond brokers could force up the rates at which bonds 
would be issued, and that you could affect the credit standing of those 
school districts by an effort to get in under the umbrella of Federal 
assistance if we could get them up toa certain level ? 

It seems to me it is so completely unrealistic and impossible a 
situation in view of the competition which always will exist regard- 
less of whether or not the Federal Government stands there ready as 
a purchaser if it should reach a certain level. As both witnesses have 
testified and most members of this committee have said, this will 
apply to very few districts in their particular school districts, in their 
particular areas. It seems to me it would not result in a wholesale 
nationwide effort to get the Federal Government to participate in the 
purchase of all school district bonds. The idea itself seems too absurd 
as to hardly be a serious suggestion. 

Mr. Roosevetr. I am afraid I mean it very seriously I think that you 
will agree that as we get into what we call a more and more hard-money 
situation, that the attractiveness of being able to sell or put out your 
money at a higher rate of interest is going to become more and more 
attractive; and if you can find a method of using a proposition which 
has become a law to do that, the tendency to a collusion is going to be 
very great. 

Mr. Fretrncuuysen. Are you talking about collusion or competi- 
tion? Are you talking about the elimination of competition ? 

Mr. Roosrvett. The elimination of basic competition, because in 
the end they are going to be able to come back and compete for Fed- 
eral bonds, because the money is not coming out of the market alto- 
gether. Someone is going to have to raise the money. But if they 
can force the Federal Government to raise it at a higher interest rate 
for them, I think that you may very well have opened the door to verv 
seriously hurting the school districts that have a fine credit standing 
today, and who will not be able to sell their bonds. 

Mr. Frevincuuysen. We have had suggestions advanced by the 
bond people that the competition for the bonds would be even greater 
than it is today because there would be a guarantied purchaser if 
the bonds should otherwise be issued at an excessive interest rate. 
So, for bonds under that level, there would be even greater competition. 
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Mr. Roosevetr. That is what I am suggesting. 

Mr. FrReLINGHUYSEN. You are saying there would be elimination of 
competition. 

r. Roosrve.t. They would look to get back under the plan where 
there is a guaranty by the Federal Government. 

Mr. Frevincuuysen. That would result in the elimination of com- 
petition below that? 

Mr. Roosrvett. They would force people to come under section 1. 

Mr. Fre.LiIncHuysEN. I do not see how you force people who are com- 
peting for the same product, not to buy it. 

Mr. Roosevett. I have seen a tremendous amount of bonds in other 
fields, let us say, forced under that situation, like railroad securities 
and things of that kind. 

Mr. Gwinn. Will the gentleman yield on that? 

Mr. FrevincHuysen. I thank the gentleman for yielding to me. 

Mr. Gwinn. This reminds me of the hearings before the Banking 
and Currency Committee when the bankers came in to assure the 
cotamittee that they would like to buy public housing bonds. They 
were eager for them. I could see from the witnesses here that they 
are eager to get the name of Uncle Sam on these school bonds. 

Now, it did not do for the bond market what the gentleman from 
California indicates, but it did destroy private lending for the build- 
ing of rental housing from private institutions. They just went out 
of that business and put their investment in lower rates of interest 
bonds. That was because of the security feature and the lack of risk 
and trouble in making their loans. Instead of the banks loaning to 
build a rental house at 5 or 514 or 51% percent, they were quite anxious 
to get these public Government housing bonds at 314, tax exempt, 
which were very much more attractive to the bankers than any private 
system of financing. I think it works that way. 

Mr. Roosevetr. it may work that way, too, sir. 

Mr. Gwinn. Which is just as devastating on the free-money market 
as the proposition that the gentleman from California makes. 

Mr. SEVELT. What I would like to say to the gentleman from 
New York is that this is exactly what I envision in this, and there 
are so many different things that open up to it that I certainly agree 
with Mr. Smith, that all I can see is that we are getting so entangled 
in all of these bows that we are providing, or strings, that we are 
providing for these bows, if we consider this seriously, that it does 
not seem in any way reasonable to continue it very long. 

As far as I am concerned, I agree with the gentleman from New 
York. I would like to understand III and IV. I think that I under- 
stand I and II very well. 

Mr. Bamey. Mr. Chairman, I would like to inquire of the repre- 
sentative of the Department of Education if they expect the committee 
to give serious consideration to title 1, how they would feel about 
eliminating the excess interest charge over the going rate, which would 
be the difference now between 2.78 and 3.8, and let that provision be 
that the interest be the going rate? 

The other thing I think that you should give consideration to elim- 
inating would be the proposal where you are only buying 70 or 75 
percent of the construction bonds and the rest of the financing would 
have to be arranged otherwise. Why not make it 100 percent of those 
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bonds in those districts that have to resort to the Federal loans? 
What is your attitude on that? : 

Mr. R. B. Perxtns. On both of those, sir, it is primarily financial 
considerations. From the educational viewpoint, it would make no 
difference one way or the other. From the financial viewpoint, there 
might be some considerations that the committee would want to go into. 

Mr. Battery. Then let me make one point, Mr. Perkins. We are 
facing a question here that has humanistic considerations. 

Mr. R. B. Perxtns. That is correct. 

Mr. Battery. Fod God’s sake, are we always going to have to put a 
dollar sign on what we do for these boys and girls in the country? 
That is all I have heard in all of these hearings. That is, what it is 
going to cost. Can you afford to put a dollar sign on as serious a 

roposition as this welfare of the boys and girls? That is the issue 

fore this committee. I think that we are pretty well convinced 
that we have got a national problem here that we have to do something 
about. If it costs a few more dollars, it still has to be done. 

Mrs. Green. I have one question, Mr.Chairman. Did I understand 
you correctly to say that this bill was the only one which provided 
matching money ¢ 

Mr. R. B. Perxrns. State matching moneys? 

Mrs. Green. This is the only bill? 

Mr. R. B. Perxrns. So far as I know this is the only one that insists 
that the State legislatures provide matching moneys. That is distinct 
from matching moneys provided for each project irrespective of source 
which could be from local sources; in other words, under the other bills 
there are matching funds required, but they could be from local funds 
as distinct from State legislature appropriated funds. 

Mr. Battery. May I answer that the other day when the representa- 
tives of the chamber of commerce was testifying here, from West 
Virginia, I pointed out a situation in one county in West Virginia— 
and we have the county unit system and we only have 55 school boards 
in the State—in which the State government is supplying $92.50 for 
every $100 spent for education. That is in the way of State aid. 
Now, that district could not possibly meet the terms, we will say, of 
matching terms set up in the bill by Mr. Kearns and myself without 
getting some State aid to help carry a part of that. If we had a bill 
on a 50-50 matching basis, that district could supply about 10 percent, 
and the other 40 percent would have to be supplied by the State. 

So our approach to it is a three-way opneess, the Federal Govern- 
ment, the State government, and the local school district. The State 
would have to come into it to handle some of those bad situations, 

Mr. R. B. Perxtns. Yes, sir; as a matter of practicality, if that dis- 
trict were to be aided under your bill, I would agree that the State 
would have to enter into the picture. The difference is that the pro- 
posed legislation in this bill would require that the State legislature 
appropriate funds to match the Federal funds, proceeding on the 

remise which we will explain in presenting title III, that this is a 
Btate problem as well as a Federal problem, and that the State legis- 
latures should provide part of the construction funds. 

Mr. Battzy. Now, in the proposal, since it has been mentioned by 
the gentlewoman from Oregon, in the proposal contained in H. R. 14 
and H. R. 15, we propose to match on a Statewide basis; and we say to 
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the chief school officer of that State, “You know the situation in your 
State better than we possibly know it here in the Congress, so you set 
up your State plan, and you give priority to the most urgent projects.” 
He would look at the situation in this county of Pendleton that I was 
talking about, and he would find that they could only supply 10 percent. 
The State or the Federal Government would have to come into the 
picture with more than 50 percent matching. 

Now, he understands that could supply 90 percent of Federal 
moneys, and maybe the next county would be my home county of 
Harrison, where they have bonding capacity, and they would not need 
much Federal money, perhaps 10 or 15 percent of Federal matching 
money, and in fact they might not need any. But on those wealthy 
districts in the State he would be able to give them a lesser percentage 
of Federal money, so that when he got through with his projects, 
whatever the number was in the State, he would be matching on a 
50-50 basis. 

He will leave the control of it in the hands of the State school au- 
thorities where it belongs. There never would be an occasion for a 
Federal inspector to go into those States. 

Mr. Kearns. Will the gentleman yield? 

I think a very important phase of that, too, is that, once that chief 
school officer of the State presents his plan to a United States Commis- 
sioner of Education, he has to stay with that plan, and he cannot be 
shifting all around. 

Mr. Bamey. Any change in it has to be approved by the State 
commissioner. 

Mr. Gwinn. Since the State has to provide enabling legislation un- 
der these programs in order to supply their matching funds, and 
we have admitted that if the State had a mind to that, it could provide 
all of the money needed for these few poor school districts, are we 
speeding up school construction any by this procedure of Federal 
financing ¢ 

Mr. R. B. Perxtns. I think we are very definitely. 

Mr. Gwinn. Why is that? + It takes the same time for each State 
to assume the whole burden of providing the additional funds for the 
incapacitated school districts as it does for them to provide half of the 
funds in order to match the Federal Government. 

Mr. R. B. Perxrns. But the fact is that the States have not done 
it in all cases, and it would be my view that if the Federal Government 
were to offer the States to provide funds for their needy districts, 
providing the States matched those funds, you would find the States 
moving a great deal faster. 

Mr. Gwinn. But the point is that they could move if they would 
in the same length of time; that is, without Federal funds as with 
Federal funds. 

Mr. R. B. Perkins. I think that is probably fair to say, assuming 
the same constitutional problems are involved. If you had to issue 
bonds, of course, you have the referendum requirement, but you are 
making the assumption they would do it through tax revenues. 

Mr. Gwinn. My point is that we do not actually speed up school 
construction by a Federal matching, because the State governments 
have the power, if they will, to get themselves in shape to finance their 
own school districts. 
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Mr. Baritry. Will the gentleman yield? 

Mr. Kettry. You have the floor. 

Mr. Gwinn. I am glad to yield. 

Mr. Battery. I would like to ask the gentleman if Public Law 815 
in the construction field in 2,200 impacted school districts did not 
cause an incentive on the part of the local school board to join the 
Government in constructing buildings? We spent over half a billion 
dollars in school construction under the provisions of Public Law 815. 
If that incentive had not been offered, most of that construction would 
have been an added load on your classrooms at the present time. 

Mr. Gwinn. Far be it from me to estimate the effect of the Federal 
Government on the States. 

Mr. McConnett. I wonder if I could ask a question, a general over- 
all question. Let us assume that we approve a bill, be it the Bailey 
bill or whatever it might be, for matching grants to the amount of 
half a billion dollars, or $500 million. We know that will thaw out 
certain situations—it is bound to—and it will do certain things. Sup- 
pose you stopped there. 

Now, contrast that, or let us suppose that we pass a bill for near 
that amount and then provide for bond purchases of certain districts, 
we will say; actually the good districts that have the ability to pay 
would probably be the financing districts, somewhere between 314 and 
414. We also provide for the opportunity to set up building authori- 
ties. Which of the two bills would produce the most schools? There 
is the criterion. I claim that one will produce more schools than the 
one with just a flat half a billion dollar grant in aid. You have the 
grant in aid plus these additional strings to the bow, or whatever 
you want to call them. 

Maybe you would not do all of the optimistic things that some 
people claim for the proposal, but it will do something, and it will 
add some schools. And I would like to find anyone who will deny 
that. I think that is the crux of the whole situation. 

Mr. Battey. May I ask if the gentleman has in mind some kind of 
a compromise ? 

Mr. McConnett. I have said all along it is a mixture, and I do not 
know whether you are trying to be facetious or want an answer. I 
hope you are not facetious. We are both trying to get schools; is that 
not correct ? 

Mr. Battery. Yes. 

Mr. McConnett. I hope the gentleman will come along with my 
idea and let us come both ways. We have many strings to the bow. 

Dr. Brownetu. May I just make one point in reference to the ques- 
tion Mr. McConnell has raised, because I think it is awfully important 
in our looking at this total problem of getting the children housed. 
The purpose of this program is to try and get all of the children housed 
by 1959 or 1960. 

This chart—it has been so long since we started this hearing that 
T think all of us have difficulty remembering what was indicated in 
the early days—but this chart shows what $1 billion of Federal grants 
would have in the way of impact on each of the State classroom 
needs. Now, you have used the term of one-half billion dollars, and 
if one-half billion dollars were distributed according to the number 
of children of school age, this white line here shows what proportion 
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of the total school building needs would be provided by $1 billion. 
So you would have to put it halfway down. 

The point that I am trying to make is, and I think it is very perti- 
nent in reference to your question, that the major job of providing 
adequate classrooms is going to be done by the State and local com- 
munities over and above any grant that has been considered by this 
committee. Therefore, I think that is what determines the several 
approaches in meeting the classroom needs problem. If you only look 
at it from the standpoint of the grant for school construction, you are 
only dealing with a small proportion of the total school building 
needs. Therefore, the proposals that we have are aimed to provide 
for the incentives to schools and also to States to go ahead with class- 
room construction, modify their laws, so that the local school districts 
in the States that are going to have to provide the major financing of 
school construction anyway will move ahead to provide the necessary 
classrooms. 

Mr. Roosrveit. Will the gentleman yield? 

Mr. Fre.tinenuysen. All I wanted to say again, Mr. Chairman, was 
that we are now again discussing the advisability of a grant approach 
to this question of Federal assistance. It does seem to me that 1t would 
be advisable if we did have officially before us just what title ITI, 
the grant approach suggested by the administration, would accom- 
plish, and in what way it differs perhaps in principle from other 
grant proposals which we have. 

So, perhaps before we get into the philosophical background any 
further on the grant picture, we ought to have title ITI and again 
title IV before us. 

Mr. Keuxey. I have been hoping all day to get to number III. 

Mr. Roosevett. Dr. Brownell, I would like to agree with what you 
say and also agree with what Mr, McConnell said previously. I am 
very clear in my own mind that simply a matching program or a 
Federal grant with a matching program cannot solve the whole 
problem. But I think that long line is my State of California. 

Dr. BrowNneELL. You are correct. 

Mr. Roosrvett. You will find under it, let us say this $1 billion 
was done by the matching method, half by the Federal Government 
and half from the State of California, that that would take care of 
the worst situations in the State; and I think that you will agree, 
will you not, that whole line is made up of all of the desirable 
things and not just the worst situations! We have some schools 
which are in horrible shape where people just should not be at all. 
And those we would take care of, and so we would be making a real 
impact on the most horrible situations, and there are some that are 
really horrible. 

Now, getting to the rest of them, I would agree with Mr. McConnell, 
that I would then like to see the time taken to work out something 
like title I1, perhaps, if we could go on from there. I would have no 
objection to that at all. But I think that when we come down to the 
final solution here, we will find that perhaps in working out the grant, 
what Mr. Bailey and Mr. Kearns have worked out is the best grant 
program, the one that can get at it the quickest; and I am sure that 
neither Mr. Bailey nor Mr. Kearns has any intention of saying that 
that is the whole solution or that that is even where we should stop. 
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I hope that now we can get down to III and IV so that we can then, 
as Mr. Frelinghuysen put it, find out why, in our opinion, IV is not 
the best matching program. 

Mr. McConnext. I notice here, there was handed to me this morn- 
ing, and I believe it is from a recent-dated paper, yesterday or today: 
“Louisiana agency plans financing: State building authority to sell 
$9,900,000 issue of bonds dated June 1.” The miihesity was set up 
in 1952 to construct, improve, remodel, refurnish educational, chari- 
rac 4p correctional, and penal institutions; and there is Louisiana on 
that. 

Mr. Battery. How much of that is for schools? 

Mr. McConne uw. It does not say. 

Mr. Keuiey. Mr. Perkins, you might proceed now with title III. 

Mr. R. B. Perxtns. Yes, I would like to, and I would like to say 
this, because I did not get a chance to completely answer one question 
of Mr. Roosevelt regarding title I. I would like to say that in our 
view the Federal Government under title I would merely be standing 
by as a possible purchaser in the event that other bond houses in their 
competing bids, none of them, bid less than 34% percent. We do not 
see any incentive and cannot see how there would be an incentive for 
a bond house to reduce its competition or not to bid for bonds because 
there would be nothing gained by it insofar as we could see. It ap- 
pears to us that the only thing is to impose a ceiling on what any 
district would have to pay, and the bond houses know they would have 
- — or bid under that ceiling if they were to get a crack at the 

nds. 

Since the essence of the bond market is competition in trying to get 
bonds, portfolios and otherwise, it would appear to be an enhance- 
ment of competition rather than a decrease of it. 

Mr. Roosrverr. I will not answer that now, and I will do it 
privately with you some time. 

Mr. R. B. Perxrns. Very good. 

Mr. Ketiry. What page is that? 

Mr. R. B. Perxrns. Page 19 of the mimeographed statement, Mr. 
Chairman, title IIT of the bills. 

As you have seen, title I would assure that school districts legally 
able to borrow money would not be deterred from issuing school bonds 
because of the unavailability of a market at reasonable interest rates. 

Title II would make it possible for districts which have reached 
their borrowing limit, as well as other districts, to obtain the use of 
schools without making capital outlays. 

These proposals should make possible financing of needed school 
construction in most of the communities where the classroom shortage 
is concentrated. Nevertheless there are some school districts in which 
the amount of taxable property and local revenue is so low that there 
is serious question as to the ability of the districts to meet in full 
either debt-service payments or rental payments for the school build- 
ings they need. 

Under title IIT, the Federal Government would offer to join with 
the States in providing grant assistance to these districts. Title ITT 
would authorize an appropriation of $200 million over a period of 
3 years for these grants. Initial allotments to the States of funds 
appropriated under this title would be made on the basis of their 
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respective school-age populations. If advice were subsequently 
received from any State indicating that it would not use up its entire 
allotment, reallotments to other States would be made on the same 
school-age population basis. 

There are two essential features of title III which differentiate it 
from other Federal grant proposals for school construction. 

The first is that the title III grants would be made to the States 
only for those school districts which demonstrate an inability to 
finance the entire cost of their schools with their own resources. 

This feature of title III is based on the view stated at the begin- 
ning of this testimony, that Federal grant assistance should be limited 
to those communities with “proved need and proved lack of local 
income.” You will recall that that quote was from President Eisen- 
hower’s first state of the Union message. 

Other Federal grant proposals at most merely require that the 
Federal funds be disbursed on a priority basis. A priority system 
affords no assurance that all school districts reached on the priority 
list actually need outside help to finance their school buildings. Nor 
does such a system afford assurance against passing over school dis- 
tricts which actually need outside aid, but are financially unable to 
raise the necessary matching funds. 

The President’s proposals, on the other hand, by limiting grants 
to those school districts determined to be in actual need of outside 
financial assistance, give positive assurance that these school districts 
will receive the full benefit of all the Federal funds and State match- 
ing funds made available. 

The first two titles of the bills, in addition to assisting in the imme- 


diate construction of schools, provide a practical and fair method of 

testing financial ability. By offering alternative methods of financ- 

ing—the issuance of bonds where iy capacity exists or rental 
i 


from a State agency where legal bonding limits prevent the issuance 
of bonds—titles I and IT would, in effect, provide a méans of identify- 
ing those districts which actually need Federal grants under title ITT. 

r. Batrtey. Let the Chair interpose a remark there. I raised this 
point yesterday when you were testifying. Only such districts as 
coud not even participate in your State construction facility would be 
eligible for a grant. I referred to them as pauper districts yesterday, 
is not that the istuation ? 

Mr. R. B. Perxrns. Well, they are the districts 

Mr. Battery. You say titles I and II would serve as a criterion for 
determining what districts were entitled to this direct aid. 

Mr. R. B. Perxrns. That is correct. These are the needy districts 
that we are talking about under title ITI. They are the ones that 
need outside financial assistance. 

; Mr. Battery. There is no connection between title IIT then and title 
= 

Mr. R. B. Perkins. Yes, sir; there is a degree of connection which 
we will explain, and then I will amplify it further. 

Mr. Batter. Proceed with your explanation. 

Mr. R. B. Perxrns. The second distinctive feature of title III is 
that it requires matching from State-appropriated funds for the Fed- 
eral grants. Other grant bills considered by this committee contem- 
a that most of the matching funds will come from local sources. 

uch a grant program, even though operated through the State 
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education agency, would permit a system of Federal-local financial 
responsibility to be created, bypassing any financial responsibility 
of the State. i 

We are convinced that this situation, although it admittedly has 
precedents in certain other programs, would be extremely undesirable 
in legislation for general Federal assistance in the field of education. 

Mr. Baier. In other words, it is a temporary approach to handle 
that bad situation. 

Mr. R. B. Perxrys. What we are saying here, Mr. Chairman, is 
that we believe an important feature of the administration bill is that 
it requires State matching. 

Mr. Batiry. And that particularly applies to title III? 

Mr. R. B. Perxtns. That is what we are talking about, title ITI. 

Mr. Battey. Suppose the State did not agree to participate ? 

Mr. R. B. Perxrns Then it would not get title III grants. Our 
reasons for this are as follows: In the first place, if the State govern- 
ments have a financial stake in the grant program, their role in the 
program will be greatly strengthened. To the extent their role is 
so strengthened, the less will be the danger of Federal encroachment 
upon the independence of our public-school systems. 

Mr. Roosevetr. Could I ask a question there? This title then would 
prohibit a school district from matching directly with the Federal 
Government; is that correct ? 

Mr. R. B. Perxtns. That is correct. The Federal funds must be 
matched by State funds. 

Mr. Roosrve.t. How do you justify the statement that— 
to that extent there would be less danger of Federal encroachment upon the 
independence of public-school systems. 

You have taken away from them the power to deal with their own 
situation without going to the State. 

Mr. R. B. Perxrns. I am sorry, I did not make it clear. The local 
district would put up as much funds as it can. The Federal Govern- 
ment would join with the State in making up the balance, That is the 
essence of title III. The locality would put up as much as it can 
afford to build the schools and the Federal Government and the State 
would combine to supply the balance. When you asked the question, 
IT thought you meant whether the State needs to be in at all. The 
State must be in the picture under the administration bill; but the 
State and Federal Government would join to make a grant to the 
extent that the locality could not finance the schools. 

Mr. Rooseve.t. It must be through the State. 

Mr. R, B. Perxins. That is right. 

Mr. Wier. For about 2 years you would be stalemated in many 
States because of their State statutes that prohibit the investment. 

Mr. R. B. Perkins. We are now, sir, talking about appropriations 
of funds by the State for grants to school districts. 

Mr. Wrer. Let us take my State. The legislature has just ad- 
journed a day ago. They made some approaches to the school con- 
struction problem. One of them was in the field of a homestead act, 
allowing the counties to declare so-called homesteading at 25 percent, 
now to be rated at the regular rate of 40 percent. That is about the 
only aid our legislature had done. But under our present statutes, 
the State authority there, representing education, has no money, and 
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it has no power or authority for the expenditure of any money in its 
possession for State school construction. So, with the legislature ad- 
journing until 1957, he will be stalemated in any expenditures he 
might make with the local district. 

Mr. R. B. Perxrns. It would require a special session of the legis- 
lature in your State, then, to enact the law. 

Mr. Wier. About 6 laws to meet your bill, or change about 6 laws 
in our State. 

Mr. R. B. Perxrns. I honestly could not say how many laws it 
would be. 

Mr. Wier. That is the information that I have from our super- 
visor. 

Mr. R. B. Perxrns. As far as title ITI is concerned, it would simply 
require an enactment authorizing appropriations to match the Fed- 
eral appropriations for grants for school construction. 

Mr. Winn. He can give supplemental aids in operation and main- 
tenance and hardship, but not for capital outlay. There are no funds 
provided for that except what the legislature passes, which covers 
all districts, and now, birtosine with the passage of the act, they 
can rate their homestead tax returns at 40 percent instead of the 
former homestead rate of 25 percent. That will increase to some 
degree their income. 

Mr. R. B. Perkins. It is possible that your State has ascertained 
that no State-aid program is necessary. 

Mr. Wier. I have 9 of them in my district, and I am getting them 
now, the Federal impacted district, and alongside of them there are 
a number of so-called—I call them distress areas—where their limi- 
tations have been reached but do not have the qualifications for im- 
pact. I have them in my own district on the fringe of Minneapolis. 
They are neither impacted districts nor have they any further 
resources. 

Mr. R. B. Perxtns. The second reason for requirement of State 
matching is that if we are to have better schools, our State govern- 
ments must be actively concerned at all times in the problems of 
education, including school construction. Local school districts and 
local boards of education receive their authority from the constitu- 
tions and laws of the States. The local limitations on bonding and 
property taxation are imposed by State constitutions and State stat- 
utes. Other actions of the States vitally affect the capacity of local 
districts to finance their own schools. We believe that financial par- 
ticipation by the States in grants for communities which cannot afford 
to build schools without assistance would provide a strong incentive 
for review and revision of State laws governing school-cistrict organi- 
zation and financing—so as to permit the most efficient use of local 
resources. 


Finally, under the Federal-State ai iape ong which the State- 


matching requirement would establish in the field of school con- 
struction, the effect of the Federal grants in most States would be 
doubled. 

All States would appear to have the financial capacity to match 
Federal grants. Using State debt as one index of the financial situa- 
tion of the States in comparison with that of the Federal Government, 
the average State debt per capita in 1953 was $50.50 while the Federal 
debt for every individual was $1,670. Furthermore, while there is a 
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considerable range in the per capita income of the States, the bills 
recognize this by providing a range in the Federal share of the grants 
from 40 percent in the highest per capita income State to 60 percent 
in the lowest per capita income State. 

Other bills, providing only for Federal grants, call for an allotment 
of fixed sums to each State, which must then be distributed to school 
districts on a priority basis. When funds are offered in this way, 
there is an understandable tendency on the part of many school 
districts to defer building plans in the hope that they will eventually 
attain a sufficiently high priority to qualify for Federal assistance. 
Grant bills of this type could have a deterring effect on State and 
local effort. 

The President’s program, in contrast, encourages positive action 
by the school district because it affords an opportunity under title I 
or title II for every school district which has resources to finance a new 
school on reasonable terms, and because the grants title III offers are 
contingent upon the school district first seeking financing through 
these other channels. We believe this point—the encouragement of 
the school district to move forward rather than to wait for a possible 
Federal grant—is of fundamental importance in comparing the bills 
before you today with other bills. 

With your permission, Mr. Chairman, Dr. Brownell will now 
describe the details of title III of the bills. 

(Chart, Proposal: Grants for School Districts With Proven Need 
and Lack of Local Income, follows :) 
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(Chart, Specifications: Grants for School Districts With Proved 
Need and Lack of Local Income, follows :) 


Il SPECIFICATIONS: GRANTS FOR SCHOOL DISTRICTS 
WITH PROVED NEED AND LACK OF LOCAL INCOME 
¢ State plan setting eligibility standards 


¢ Districts eligible which lack resources 
fo pay full debt service (Title I ) 
or full rent (Title I) 


* Allotments to states acc. school-age pop. 
*State matching required (40% -60%) 


¢ Grant pays portion of cost not financed 
by Title L or Title I 


¢ Authorization: $200 million (3 year progra m).- | 


(Chart, President’s Proposals for Emergency School Construction, 
follows:) 


PRESIDENT’S PROPOSALS 
FOR EMERGENCY SCHOOL CONSTRUCTION 








pa USUAL METHOD OF 
( scno0 \ SCHOOL FINANCING __ 
\QSTRIGE / Tl oericutties 
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Mr. Ketiey. Dr. Brownell, will you proceed ¢ 

Dr. Browne.u. Mr. Chairman and members of the committee, the 
purpose of this proposal No. III is, as Mr. Perkins has indicated, to 
provide funds for school districts which are unable to finance their 
own schools because they have proved a need and lack of local income. 
The proposal would operate in general in this way: The local schoo] 
district which needs a school in most instances will have some avail- 
able funds. But it would not have enough money to pay the debt 
service charges or the rent, if it has a school-building authority, for 
the total construction cost of the school it needs. 

Let us take for illustration a school district in need of a new school 
which would cost $200,000. The district may have enough resources 
to provide the debt service on $125,000 of bonds. Then if that were 
true, it would issue its bonds in the regular channels, if it had the 
legal capacity to do so; or it had reached its bonded debt limit but 
had the resources, and there was a State school building agency, the 
district could enter into a rental agreement with the agency. The 
rest of the amount would be provided by a Federal-State grant. 

Now, in general, it would work then this way: The State would 
first draw up a plan establishing the eligibility standards in the State, 
and the district which lacked the resources to pay the full debt service 
or the full rent on the facilities needed would be eligible for a grant. 

The State would have its Federal allotment and would know how 
much it would need to provide in State funds to meet the matching 
requirement. In the States with the highest per capita income, a 
higher percentage of matching would be required than in the States 
with lower income, varying from 40 to 60 percent. The grant, as I 
have indicated, pays only that portion of the cost of the building 
which could not be financed by bonding or under a school building 
authority. 

Now, a point I would like to make is that the grant would be vari- 
able depending upon the actual needs of the district. If you had a 
district such as was indicated, I think by Mr. Bailey, which could 
raise only enough funds to take care of 10 percent of the amortiza- 
tion costs under the bond issue, or the rentals under the school build- 
ing agency arrangement, then it would be entitled to a grant equal 
to 90 percent of the construction cost. On the other hand, if through 
its own resources, it could take care of 90 percent of the cost, the 
district would receive a grant equal to 10 percent. 

In other words, the program is intended to be flexible enough to 
meet the needs of the district. 

Mr. Roosevett. Dr. Brownell, on what basis did you arrive at the 
figure of $200 million? Do you feel that $200 million over 3 years 
will take care of everybody, and everybody else will be able to get 
under title I or IT? 

Dr. Brownetu. That was our hope. 

Pe Roosevane. Your hope, or, upon what basis was your hope 
placed ? : 

Dr. Brownetx. That is a very good question. I wish we had the 
absolute evidence as to just how many school districts there are in the 
country that need schools and do not have the combined local and 
State resources to finance a school building. There is no evidence I 
know of that will give us those figures. 





FEDERAL AID TO STATES FOR SCHOOL CONSTRUCTION 767 


Mr. Bamey. May I interrupt at that point? Would not you find 
considerable of that detailed data in the first survey figures coming 
from the several States? Is not that broken down there by counties 
and school districts ? 

Mr. Rooseveur. That is what I was going to refer to, because I think 
that you will find that it is away in excess of $200 million, if you will 
go back to that report. 

Dr. Brownexu. The figures in those surveys indicate the amounts 
which the districts would be able to raise under the laws as they existed 
back at the time of the survey. Now, all of us know, as the evidence 
has been presented here before this committee, that in many States 
the financial restrictions which are placed on communities do not 
reflect the ability of the community to finance its schools. There are 
school districts which are limited to 2 percent or 5 percent of the 
assessed valuation in their borrowing capacity. Generally, they could 
certainly afford to pay up to twice what those restrictive limitations 
would permit, or more than that, because we have other States where 
they have much higher bonded indebtedness limitations or no limita- 
tions at all. We find that the assessed valuations in relationship to true 
values vary all over the Nation, as we presented in our charts, from very 
low ratios of perhaps 20 percent of the true valuation up to 75 percent 
and over. 

The figures that show what districts would be able to do under exist- 
ing laws do not measure their real ability or their financial ability to 
provide for school buildings. That is the reason we did not have any 
evidence as to their real ability, insofar as the existing figures that 
we collected are concerned. I think the only way you can get that 
would be to test individual districts. 

Mr. Rooseverr. You have set up under III in the chart that 
there would be proved need and lack of local income. That is on the 
basis of present situations? 

Dr. Brownetu. The proved need would have to be on the basis of 
the evidence submitted in each case. 

Mr. Roosrveur. So, therefore, you are not waiting for what you 
think ought to be the right situation, but you are taking it on the basis 
of the present situation. Now, the present situation, as shown up in 
phase 1, will never be covered by $200 million. 

Dr. Browne.y. We are not using phase 1 of the survey as the basis 
at all. We are saying that the districts would prove their need to 
the State educational agency in their applications for grants by sub- 
mitting evidence in regard to their ability to finance the debt service. 

Mr. Rooseverr. Under existing law. 

Dr. Brownetu. Under the criteria that would be established for 
the administration of the law. 

Mr. Roosevetr. Do you mean to tell me that you would not accept 
a district under title IIT if you felt in your Department, sir, that the 
local district should be able to do better? 

Dr. Brownett. The criteria would be applicable to all 48 States on 
the same basis and it would have to be so applicable in order to be 
fair, because, as pointed out earlier in the testimony, some States have 
great restrictions, which would mean that if you allowed each State 
to set up its own criteria, each one would have the incentive to impose 
restrictions so that more and more of its school districts would be 
eligible. 
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Mr. Roosevett. We are going to have a Federal definition of what 
would be a needy school district ? 

Dr. Browne... I would assume that that would be written into the 
aw, sir. 

Mr. Wier. Let me illustrate a situation that I ran into on my last 
visit home. Here is a school district that probably has more wealth 
and has been locked to the limitation. It is on the fringe of Minne- 
apolis. But in the last 10 years they have had bond sales for the con- 
struction of a high school, and in addition to an elementary school. 
The result of those 2 bond sales, the increases to the taxpayers in that 
area have gone up almost 200 percent. That is the school item. 

Now, then, assuming that you have got an appeal from a school 
district such as that, that we find ourselves deadlocked here in the need 
for necessary elementary class additions. But we have had two elec- 
tions and in both elections the voters have voted against any further 
increase in the cost of school taxation. I presume that your answer 
to that school district would be that we cannot render you any further 
aid because we find that there is possible further taxing ability under 
your limitation. And until the people reversed themselves and voted 
for that limitation, they shall be denied any grant under title III? 

Dr. Brownex. I think in general that the application of any grant 
program ought to be pretty much on that basis. The people should 
determine the willingness to tax themselves for the school. I happen 
to have been in a school district where it was necessary to have five 
elections before the people in the community decided to go ahead with 
a school building. It was not because of the fact that the people in 
the district could not afford the school. There were a variety of other 
reasons that entered into it. Unless we were to move to a situation in 
which the determinations of needs for schools are to be made in Wash- 
ington and the cost of schools is going to be borne by the Federal 
Government, it seems to me that we have to accept the general prin- 
ciple that the people in this country shall decide on taxing themselves 
for schools. 

We have had evidence through the years that more and more, as they 
recognize the situation, tax themselves for the necessary schools, be- 
cause people in this country place a very high priority on education, 
and I think we all agree on that. 

Mr. Rooseve.t. Does not that just contradict what you said a few 
minutes ago, that we were going to tell these people that we had set a 
Federal standard, and that we were not going to let them set it in their 
own districts? 

Dr. Browne.L. Only to this extent. The standard by which we 
determine whether a school district is able to finance its own schools 
should be comparable from State to State. If you are going to tax 
the people in California for building schools in Nebraska, or Kentucky, 
or New York, or some other place, the people in the State of California 
have a right, I think we would all agree, to know that there will be 
reasonable comparability in the standards of determinations as to 
whether there is need for Federal help. 

We have found, as indicated in our earlier testimony, that some 
States have gone much further than others in taxing themselves to 
keep up with their school problems. I think the citizens in those 
States have a right to assume that the other States will tax themselves 
equally as much to provide for their school needs before they are 
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called upon, in effect, to pay a second tax in another State. That is 
the reason why I think we must have reasonably comparable standards 
as a part of the provisions for any grant program and we have pro- 
vided for that in this act. 

Mr. Roosrvetr. Now, is it your proposal that this standard shall be 
set up by the Department or should be written into the law? 

Dr. Browne. I am inclined to think that it should be written into 
the law as much as possible, because I think it ought to be determined 
by the representatives of the Congress. 

Mr. McConnett. I think that what we are are trying to get at here, 
and I think that Dr. Brownell is saying is this, and I think he is right, 
that we as representatives of the people in the Federal Government 
have a right to set up certain standards before money is passed out. 
In other words, we just cannot leave it float according to the word of 
someone in a different State. You get a variety of opinions, and some 
would seek much more than others, of course. I think that we would 
have to have standards, and they ought to be uniform standards for 
the country, and I think that we should do that if we are going to give 
out some money. There is a certain amount of control or direction in 
the beginning and there has to be in any Federal program. 

Mr. Roosevett. I am disturbed by the Commissioner saying we have 
to write that here in the Congress because I am sure that the Congress 
does not want to review each of the plans that the State will submit as 
to the needy condition in its area and the standards of need that it has 
established. I do not think we would ever get any legislation through. 

Mr. McConnetu. You have to operate with certain criteria, and I 
do not think you can leave it to a hit-or-miss proposition, leaving it 
entirely to the States to say how much they want from the Federal 
Government. I do not think that you would want to do that. We 
would be lax to do that. 

Mr. Roosgvetr. But I think I for one would be perfectly willing to 
accept the statement of the State authority that this school district 
ne the existing law of the State has exhausted its ability to go any 

urther. 

Mr. McConnetu. You mean it has conformed to certain standards 
that we require? You would require that they exhaust certain things 
before they come to us? 

Mr. Roosrvetr. I would not leave it up to us to say that we should 
require this community to spend more for education. In a growing 
and expanding community, maybe they have to spend so much for 
putting in sewers that they cannot spend what they would normally 
like to spend for education. While in another community they do not 
have that problem, and therefore the second one can spend more money 
directly for education. I think we have to leave those problems up to 
the individual States. 

Mr. McConnetn. We have to have certain criteria. 

Mr. Barry. Dr. Brownell, while you were talking there I have 
been doing a little bit of figuring on a sheet of paper here in front 
of me. Assuming that the Congress adopted something like your 
title III, and assuming that the Congress over the next 3 years made 
the appropriations totaling $200 million, is it safe to assume that 
if the State matched with a similar amount, it would use what little 
bit of facilities those poor districts had, the State would come up 
with the rest of that and match with $200 million, and then you would 
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have $400.million for a program spread over 3 years. Are you aware 
of that fact that if we consider the average cost of a classroom at 
$30,000, that would only build 13,303 classrooms ? 

Dr. Brownetu. I am aware of the fact that the amount is not a 
major one. 

Mr. Batter. That would not make a dent in the problem we are 
facing. 

Dr. Browne. I would say in this regard, and in respect to other 
parts of the program, that after the matter is carefully considered, 
we would like to work with you on this. If the evidence indicates that 
$200 million is insufficient, obviously you would not elect to include 
$200 million. We would provide the best evidence that we can to 
assist you on this. 

Mr. Battery. Would you recommend, if the problem was $1 billion 
instead of $200 million, would you recommend that we make the 
appropriations ? 

Dr. Brownetx. I think the position that I would take would be 
that the determination of the amount is always a province of the 
Congress. We believe on the basis of the best study available that 
when local and State resources are taken together, there are very few 
districts which do not have the financial resources, to provide for their 
school buildings. Now, that is the reason why the amount recom- 
mended is comparatively low. If we believed that the number of 
districts which did not have the financial resources to provide the 
necessary debt service was much greater than this, we would have 
recommended more funds. 

Mr. Roosrvetr. You will admit, Dr. Brownell, that our figures are 
not very specific ¢ 

Dr. Brownexi. As to how many there are? 

Mr. Roosevert. Or as to the actual number, or really as to the 
criteria that we can go by. 

Dr. Browne. As to the criteria, I would like to make one more 
comment. We have provided in title III that there shall be State 
plans, and provided in the proposal that the Commissioner shall 
approve a State plan for the purpose of this title if such plan has 
these provisions. Now, that was the type of thing I had in mind 
in saying that I think we ought to write into the law the type of 
standards by which you judge whether districts are able to finance 
their schools, so it can be _— equitably among the 48 States. 

I think that the principle I am suggesting is the kind of a principle 


which has been applied in most grant aeedroms: It indicates (a) 


that there shall be a State plan, (2) what will be the elements in 
the State _ That is what I had in mind. I certainly had no 
idea that the Congress should aap to administer the program by 
examining the financial condition of each school district. 

Mr. Roosevett. Is there much difference between the present ad- 
ministration bill and the so-called Bailey-Kearns bill as far as eligi- 
bility is concerned ¢ 

Dr. Browne. The major difference lies in the fact that there must 
be this test of financial ability of the school district to find out how 
much of its own school construction it is able to finance before it is 
entitled toa grant. That is one of the major differences between them. 

Mr. Roosever. That they should have tested it by title I and IT? 
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Dr. Browneti. And T would say again that if there are ways in 
which there are further tests which would be fair and equitable that 
could be written in the act, there is no reason why that should not be 
done. In other words, I see no virtue in titles I and IT as the only 
criteria of determining need. I think we ought continually to ex- 
plore the matter to see if there are possible ways of getting at this 
financial ability in fair and equiatble ways, and we would be very 
glad to work with the committee as they mark up the bill to see if that 
can be done, 

Mr. Roosevett. I think the important thing is to try to find out ways 
of eliminating any more red tape than necessary, if we could set a 
standard for the actually proven needy districts, that we should per- 
haps excuse them from this lengthy process that you have here. 

Dr. Brownetu. I think you are right, and we have been doing a lot 
of work in trying to find ways and means which we might suggest for 
improving the bill both from the standpoint of its administration, its 
simplification, and that sort of thing; and we would be very glad to 
provide our suggestions when you get to that point of writing the bill. 

Mr. Bartey. Will the gentleman from California yield ? 

You raised a basic question there. The Bailey-Kearns approach to 
that matter would leave that matter in the hands of the chief school 
officer of the State to determine the priority and to distribute Federal 
grants on a basis below 50 percent, or above 50 percent, although they 
would only have 50 percent of Federal matching. We are leaving that 
in the hands of the State, where it belongs, and it is their school system. 
Our bill would keep the Federal Government out of it. After that 
money was expended, how it was expended and reported back to the 


Government, would just be the same as the operation of your Hill- 
Burton Act which gives communities money to build hospitals. The 
Government is out of the picture as soon as the money is accounted 
for, and they are convinced it has been ag in the proper way, and we 


forget about it. That isthe beauty of the Bailey-Kearns approach. 

Mr. McConneu. If you will yield on that for just one question. It 
is my understanding on the Hill-Burton formula, that is based on the 
capita income. Is it not ? 

Mr. Batrey. Yes. 

Mr. McConnewu. You have standards, and it is not left to just the 
discretion of the State. That is why I do not think we can do that. 
That is what I am trying to say. You have to have standards. I 
think the standard has to do with the per capita income of that State, 
in relation to the general per capita income of the country. I think 
that that is how it is worked out. 

Mr. Baitry. It is population and income that is taken into con- 
sideration, and ours has to do with the number of school children be- 
tween 5 and 17. 

Mr. Keniry. Mr. Perkins, will you proceed ? 

Mr. R. B. Perkins. We come now to title IV of the bills. Its pur- 
pose is to encourage the States to develop programs that will lead to 
improved financing of school construction by removing the types of 
obstacles we have described in this testimony. Title [IV would stim- 
ulate further and more rapid State action to yrs this objective. 

You will recall that the Congress provided funds last year for the 
holding of conferences on education in each of the 48 States and 
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Territories. These conferences already have been held in 6 States and 
have been planned in all additional States. There has been, since 
the writing of this testimony, receipt of intentions from other States, 
so that it is now 100 percent participation. So that all States have 
taken some action toward the planning and holding of conferences. 

It is our belief that these conferences will result in much progress 
toward improvement of our public schools and that specific solutions 
will be found to many school financing problems. We believe that 
the Federal Government can properly assist the States in implementing 
programs developed as a result of their own decisions aimed at over- 
coming obstacles to school construction financing. 

Title IV would authorize the appropriation of $20 million to carry 
out this plan. An appropriation request of $5 million for the first 
year would be submitted. As under the other titles of the bills, ac- 
ceptance of this assistance by the States would be optional. 

It should be made clear that title IV funds will be available only 
for activities or programs engaged in or adopted by State bodies act- 
ing under the authority given them by State law and for which 
matching funds have been provided by the State. 

Dr. Brownell will describe the purpose of title IV and show how 
it would operate, and give some examples. 

Dr. Brownell. 

(The chart, State Identification of Obstacles to Local Financing 
of School Construction, was printed in earlier testimony and is not 
reprinted here.) 

(Chart, Proposal: Federal Matching of Administrative Costs, etc., 
follows :) 


ADMINISTRATIVE 
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(Chart, Specifications, State Plan Outlining Program, etc., 
lows:) 


IV SPEGIFIGATIONS 
* State plan outlining program 


° Programs. certified by education : 
agency of the State as new or extend- 
ing present programs. 


* Programs must be started after Jan},55 
& before Jun30,58 Funds available for 


3 years for any program. 


* Allotments to States in proportion 


to school-age population 
($25 000 minimum ). 


* State matches Federal allotment 50-30. 
* Fed. funds. Ist. year: $5 million. 


Dr. Brownety. Now, if you will recall, earlier in our testimony we 
pointed out that the reasons local school districts do not go ahead and 
build schools when they need them may be due to a number of finan- 
cial and other obstacles. One thing that retards them very frequently 
is that they do not have accessible the technical information on plan- 
ning and financing. That may retard them or hold them up from 
going ahead. There may be a restrictive debt limit, or restrictive tax 
limit, under assessment of property, and the size of school districts. 
Those were all discussed at some length. 

Then we have been discussing in connection with title ITT the lack 
of local financial resources. 
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Now, the purpose of title IV is to encourage the States which have 
these various problems to move ahead to modify their laws in such a 
way that they will remove these obstacles and make it possible for 
the local districts to go ahead and get the necessary schools. The 
Federal Government would match the State in anaes for the ad- 
ministrative costs of State programs which are concerned with any 
one of these particular obstacles. The general program would be 
that the State would set up its plan and outline programs that it 
might undertake; for example, to get at this problem of underassess- 
ment or perhaps for the reorganization of school districts or what- 
ever it might be, or maybe two or three of them, or an extension of 
present programs. 

I have in mind that they may provide a service of assistance to local 
school districts for planning school programs. They may want to 
speed up their service, for example, by adding an additional person. 
That would be a part of their program. Now, the matching of funds 
would be for programs sane after January 1, 1955, or started be- 
fore June 30, 1958, and the funds would be available for any of these 
programs up to a limit of 3 years. 

The allotments for this would be to each State in proportion to the 
school-age population, with $25,000 as a minimum allotment to any 
State. It would be a 50-50 matching proposition, and the Federal 
funds requested for this for the first year would be $5 million. 

Now, as you can see, this approach to the school construction prob- 
lem is quite different from these others, because what this is trying to 
do is to strengthen the State departments and to strengthen the laws 
which have to do with school construction. So, the four point program 
really amounts to this: Here is a school district which needs a new 
school. Many of the school districts in the country, or most of the 
school districts in the country, will get their school by the usual meth- 
ods of school financing. 

There are some school districts which run into difficulties, and, 
as provided here under title I, those districts which run into high 
interest rates would have an opportunity to get their school be- 
cause of the proposal that the Federal Government purchase bonds 
which otherwise would call for high interest rates. 

Or if the difficulty is because of the fact that they have reached 
their bonded indebtedness limit, if the State will set up a school 
authority, then it would be possible for a school district to get a new 
school through the school building authority route, where they could 
obtain it by a rental payment without capital outlays. 

Now, for the school districts that did not have financial ability to 
provide for their new school, whether it be through the bonding plan 
or through the authority plan, there would be Federal-State grants 
for those where there is proven financial need. 

The fourth title is to provide incentives for the States to set up 
programs, to remove some of their present restrictions on school dis- 
trict financing for construction. 

Mr. Baney. A question at that point, Doctor. To what extent are 
you duplicating the studies made by the President’s Commission on 
Intergovernmental Relations? You listened to this gentleman that 
testified before the committee, and he seemed to know all about what 
the troubles were with the school financing, and I think his name was 
Freeman. 
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Dr. Brownetu. That is Mr. Freeman. There is no thought of du- 
plicating the studies completed. The purpose of this plan is to assist 
in specific eae For instance, in the State of Nebraska, one of 
the big problems is that of redistricting. They have about 6,000 school 
districts. Now, before you can bring about any reorganization of 
school districts, the States which have gone through that know they 
have to get a lot of specific information together. They usually have 
to set up a committee which would include some legislators and some 
school-board members from different parts of the State. They would 
consider the various possible programs that might be developed, in 
order finally to come out with, one which will be acceptable to the 
jeaneenee and to the people. That takes time, and it takes a staff 
to do it. 

The purpose of this kind of a program is to encourage the States 
to put their money into bringing about these changes in the situations 
that now restrict local communities from going ahead and providing 
for the schools. New York State has done this sort of thing in a num- 
ber of instances by setting up their various commissions for the re- 
organization of schools, and this is for the purpose of speeding that 
kind of an approach. 

Mr. R. B. Perxrns. Specifically, one example in New York, Mr. 


Chairman, of what they did and what might be duplicated in other 
States, was to set up a commission which placed an assessment ratio 
on all property in the State so that they could base debt limits in 
the State on full value even though assessments were unchanged; 
but in order to give each district with low assessments an additional 
bonding capacity, the State commission placed a ratio of what as- 


sessments were to true value in that particular district and then en- 
abled the district to base its debt limit on full value. 

Mr. Battery. There again you run into trouble that a lot of States 
would have in changing their constitution before they could do that. 

Dr. Brownetu. And before any proposals can go before a State 
to change its constitution, or insofar as that is concerned any consid- 
eration of law, there has to be a lot of spadework done. The purpose 
of title IV is to encourage the States which have such problems to go 
ahead and do the necessary spadework. We are aware of it. I think 
all of them are, and we realize that in the long run that is the way in 
which we will meet the school financing problems in this country. 
We must remove the existing roadblocks by permitting the local 
school districts to go ahead and build a school when they need it. 
That is the quickest way and the most satisfactory way of meeting 
our school building needs. 

Mr. Bamey. If you will permit, Dr. Brownell, for me to make this 
observation, that in connection with my work on the subcommittees 
in drafting the legislation containeed in 815 and 874, I ran into the 
situation that practically every State has different approaches to fi- 
nancing its schools. I received their basic idea back of this title I of 
Public Law 815, which provided for the national survey. I was hope- 
ful that great good could come from a survey that would show those 
inconsistencies of that approach to financing their educational systems. 

Dr. Brownetu. I think great good has come from that, Mr. Bailey. 
I think despite some of the criticisms that have been made of that 
study, it has been very helpful. 
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Mr. Bamtry. I think that there are some possibilities for good in this 
title IV that you are talking about ; I will even go that far. 

Dr. Browne... Thank you. 

Mr. R. B. Perxrins. This completes our testimony on the three bills 
before the committee which would carry out the President’s recom- 
mendations for nationwide effort to eliminate the school classroom 
shortage. 

We have undertaken to show the extent of the problems, the varying 
nature of the needs, and the widely different abilities, resources, and 
efforts of the States and local communities with respect to school con- 
struction. A survey of the facts pertinent to the problem reveals a 
diversity which, in our opinion, does not permit any single solution. 

Getting needed classrooms built within a few years requires a con- 
certed national effort of the kind which the President has proposed. 
We believe that it will build schools in the number required and do it 
more quickly than any other plan suggested. 

We believe that the President’s program is a balanced and realistic 
approach to the problem. It is comprehensive, flexible, and patterned 
to fit the needs as they exist. We believe that it is educationally, eco- 
nomically, and governmentally sound. 

Under the President’s proposals, local and State responsibility for 
education would be preserved, and local initiative would be encouraged. 
This, we believe, is in keeping with the wishes of the American people. 

Thank you, Mr. Chairman and all members of the committee, for 
this opportunity to explain the President’s proposals and to give our 
reasons for believing that they will achieve the objective we all seek— 
the building of adequate classrooms for all our children. 

Mr. Roosrverr. Could I just express my appreciation to Dr. Brow- 
nell and Mr. Perkins for their great patience in answering so many 
questions from all of us, including myself. 

Mr. Ketiry. I concur in that, and I am sure the whole committee 
does, and we are very thankful to them for appearing here; and I am 
sure their testimony will be very helpful to the committee. 

We might have to call on you later for some help, I do not know. 

Dr. Browneti. We would be very happy as you go along in your 
deliberations to provide you more information and to indicate some 
of our further findings as we study the bill to see how it can be im- 
proved, because you can always find ways of strengthening a proposal 
as you study it. In any way we can be helpful to the committee, we 
hope you will call on us. 

Mr. R. B. Perxrns. In that connection, Mr. Bailey yesterday ex- 
pressed a desire to ask Mrs. Hobby some questions, and she is more 
than ready to return before this committee at any time possible for 
her to do so and that the committee would like to have her come. She 
did want me to express to you and to Mr. Bailey her willingness to 
come at the call of the committee. 

Mr. Battery. Might I say there, Mr. Chairman, that the request 
from a number of the committee members was made to me, that they 
would have liked to have asked her certain questions. TI think that 
T have the situation in my mind pretty clearly outlined, and I was 
just wanting to make sure that any other member of the committee, 
particularly the new members of the committee that have not been 
dealing with this school problem for the past 6 or 8 years, had the 
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opportunity to ask her some questions. But I do not think it is of suffi- 
cient importance to require her appearance before the committee 
again. 

If you will express my appreciation for her thoughtfulness in offer- 
ing to come back, I will appreciate it very much. 

r. McConnett. I just wanted to say in closing that I not only 
wish to congratulate these two gentlemen—I have worked closely with 
them, and I know how earnestly and diligently and efficiently they 
have worked on this whole problem—but go want to express my 
appreciation to the Department itself. I have received in recent weeks 
one of the best educations on the educational problem that has been 
presented to me or given to me over a period of many years. 

I naturally have been involved in discusions before on educational 
matters, but I think I know more about many angles of it now than 
I have ever known before; and I certainly want to express an appre- 
ciation of the performance of the Department in that connection. 

Mr. R. B. Perxrns. We certainly appreciate the kind remarks from 
all of the members, Mr. Chairman. 

Mr. Ketirey. The committee will stand adjourned until Tuesday, at 
10 o’clock. 

(Whereupon, at 1 p. m., the committee adjourned, to reconvene at 
10 a. m., Tuesday, May 3, 1955.) 


See Part 3 for continuation of testimony 








